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Practical Versus Metaphysical Economics. 


Whatever may be true of other sciences, it cannot be said 
of economics that ‘‘ it is its own excuse for being.’’ The 
study of economics is little better than waste of time unless 
it contributes to the practical solution of social problems. 
Economists should be the scientific advisers of statesmen to 
the end of promoting the opportunities and conditions for suc- 
cessful industrial pursuits and social development. 

Business men do not study economics and sociology, but 
markets and methods. Their function is to appropriate and 
utilize existing opportunities and possibilities. The statesman 
is concerned with the opportunities and possibilities of the 
nation collectively. In short, the business man deals with ex- 
isting facts from week to week and month to month; the 
statesman with the conditions which make those facts possi- 
ble. The function of economists is to study the economic and 
social laws underlying and governing this larger societary 
movement upon which sound statesmanship rests. In pro- 
portion as they fail in this, they may properly be regarded as 
useless to society and to have failed to justify their existence. 
Yet candor compels the admission that this is largely the posi- 
tion economists have hitherto occupied. They have for the 
most part been dabblers in abstractions rather than construc- 
tive scientists. Hence, instead of being reliable advisers for 
practical statesmen, they have ever been irresponsible, nega- 
tive critics of all constructive policy. This has been so char- 
acteristic of economists as a class that they have come to be 
regarded as unpractical theorists. 

The successful directors of affairs, both in business and 
statesmanship, have almost uniformly acted contrary to the 
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theory of economists; hence, the adage, ‘‘ it is true in theory 
but not in practice.” In all the struggles of the laboring class 
since the dawn of the factory system, they have not been 
aided in a single movement by the theories of the economists, 
but in nearly every instance have had to push their way with 
the doctrinaires against them. The same is true of business 
and statesmanship. The industrial policies of the world’s 
great statesmen have almost universally been in opposition to 
the economic theories of the period. The influence of this 
has tended to create a doubt as to whether a college educa- 
tion does not injure rather than help prepare the student for 
business and practical usefulness in society. 

On the great questions affecting the very life of nations, 
like money, banking, revenue, protection, wages, etc., the 
influence of the economists, who ought to be experts, is 
almost zz/. There is probably not a college in this country 
nor in Europe where responsible statesmen would think of 
going for serious consultation on any great measure of public 
policy. Why is this? It is not true of other branches of 
knowledge; why should it be true of economics? In biology, 
physiology, chemistry, architecture, engineering, pedagogy 
and law, knowledge all leads to practical efficiency and social 
usefulness and the advice of the experts in all these depart- 
ments is sought on all important occasions, whereas, in 
economics, it is avoided or rejected with the feeling and not 
infrequently with the statement, ‘‘ they are theorists.”” The 
others are all theorists, too; indeed it is because they are 
theorists that they are called in to pass upon the wisdom of 
undertakings in which the correct theory alone is adequate to 
furnish a reliable opinion. Then why are economists rejected? 
The real reason isthis: Inthe other departments of knowledge, 
the theories have a constructive relation to the phenomena 
studied, while in economics they have had for the most part 
only an abstract and metaphysical relation to the subject. 
The tendency has been to study economics from hypothetical 
rather than actual phenomena, and so find out what would 
occur under conditions that never exist, and practically create 
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a world in which nobody lives, by eliminating nearly all the 
phenomena that modify and mould human conduct. Thus, 
abstract principles are arrived at which, if true, would render 
no aid in dealing with practical problems. Hence, so many 
economists, instead of being leaders of social progress, are 
logical anarchists and advocates of the doctrine of do-nothing- 
ism. 

Much of the negative mysticism has arisen, of course, in 
the discussion of value, which is necessarily an abstruse ques- 
tion. Upon the doctrine of value hangs all the theories of 
equity and justice in the relation of the different classes to 
each other. Value isthe key to the distribution of wealth, 
consequently, it is at the root of all problems relating to 
wages, prices, profits, rent and interest. Every movement 
for the advance of society, either as a whole or as related 
to any particular class, as laborers, consumers, traders or 
manufacturers, must have its justification in the doctrine of 
value. 

There are two general movements which contribute to 
and always indicate a betterment of society. One is the 
downward tendency of prices without loss to producers, the 
other the upward tendency of wages without loss to employ- 
ers. Unless one or bothof these movements take place, there 
can be absolutely no permanent progress in any country. No 
theory on the subject is of any social account which does 
not furnish a fulcrum upon which statesmanship can place its 
lever to promote these economic movements, yet this is just 
what the economic discussion of value has failed to do. 

For more than a century the theory of value pre- 
sented by economists was that of supply and demand, 
which, in brief, is that the value of commodities and labor 
rises as the demand exceeds the supply and falls as the supply 
exceeds the demand; the logic of which is that the over-pro- 
duction of a commodity (the sure precurser of loss and indus- 
trial depression) is the only means of lowering the price, and 
monopoly, of raising it. 

It is obvious that this theory could lend no stimulus to 
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any economic movement for permanently lowering prices. In 
their daily experience, manufacturers and business men knew 
that a permanent lowering of prices was feasible only with a 
permanent lowering of the cost of production, and conse- 
quently regardless of the theories of economists and frequently 
with a perfect contempt for their opinions, the practical men 
of affairs acted upon the cost of production principle, through 
which the great factory system and modern improvements 
with their wealth cheapening influences have all come into 
existence. 

On the labor side of the situation, the doctrine of supply 
and demand was even more pernicious. It taught that wages 
were governed by the proportion between the number of labor- 
ers and the quantity of capital devoted to the payment of 
wages, and concluded that wages could only be high when 
laborers were scarce, and they would always be low when 
laborers were abundant. Consequently, the only way that 
wages could be increased was either for laborers to reduce 
their number or contribute tothe wage fund of the capitalists. 
Instead of furnishing any clue by which the laborers’ condi- 
tion could be improved, this doctrine gave the dignity of 
science to the idea that a general increase of wages was prac- 
tically impossible; that the only hope of relief for the labor- 
ing classes was in war, pestilence or immigration. Of course, 
this was convenient for the capitalists, because it furnished 
them with an argument for resisting every rise of wages. It is 
needless to say, however, that the laborers did not resign 
themselves to fate by virtue of this doctrine; on the contrary, 
they ignored the doctrine and followed the natural law of the 
least resistance. As the pressure of their rising social standard 
of living upon their wages increased, they demanded higher 
wages and shorter hours and better conditions, with utter dis- 
regard for the theories of economists. They took all the risks 
of disrupting society, of personal ostracism and sometimes of 


imprisonment to accomplish these ends. In other words, they ; 


did exactly what the business classes did; they acted upon the 
cost of production principle, which to them was the cost of their 
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living. Following this line of least resistance, fighting when 
the present endurance involved more hardship than the contest 
for reform, they have nearly quadrupled their wages, shortened 
their hours of labor by one-third and acquired a political and 
social status, not enjoyed by the employing class itself in the 
last century. 

It was this hopeless economic theory which really gave 
rise to the Christian Socialist movement in the first half of 
the century, and during the last quarter of the century de- 
veloped the Marxian doctrine that all forms of capitalist in- 
come are robbery, which is at the basis of the dangerously 
disrupting movements of to-day. It was this social impotence 
of political economy which led Carlisle to denounce it as the 
‘* dismal science”’ and August Comte to deny to it any 
scientific status, and both the laboring and capitalist classes 
to ignore or distrust all who spoke in its name. 

About the middle of the century the unpractical charac- 
ter of economics became so manifest that a departure from 
the traditional doctrines occurred, and a new school arose. 
Since 1870, and particularly during the last dozen years, an 
immense amount of new-school literature has come into ex- 
istence in this country and Europe, particularly in Germany. 
Unfortunately, however, the efficient treatment of the 
numerous economic, social and political problems arising from 
our highly complex social conditions is receiving little, if any, 
more practical aid from the doctrines of the new school than 
did the problems of the first half of the century from the old 
school. Statesmen charged with the responsibility of shaping 
the national policy or of directing legislation in the different 
states get no more aid from the universities to-day than they 
did a half century ago. 

The reason for this inutility of economics is that we are 
still in the realm of metaphysical instead of practical and con- 
structive economic thinking. Quasi-mysticism seems to be 
regarded as more profound than simple, direct explanation ; 
and negative conclusions are more scholarly and impartial 
than positive conviction. Where two modes of explaining the 
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same phenomena are possible, it has almost become the 
fashion to take the more obscure and involved, as if the aim 
of the science was to arrive at a ‘‘ colorless”’ conclusion and be 
entirely ‘‘ above suspicion” of lending aid to practical conduct. 

Of course, the central question in the doctrine of the new 
school, as in the old, is value; hence, the chief difference in 
the two schools is the difference in their doctrinal treatment 
of that subject. What supply and demand was to the old 
school, ‘‘ final” or ‘‘ marginal” utility is to the new school, and 
in reality it is but a further refinement of the same doctrine, 
and hence is open to essentially the same criticism. To be 
sure, it is presented with greater elaboration and more scholar- 
ly eclat, and it is correspondingly more beclouded, ‘‘ subjec- 
tive,” metaphysical and abstract. This doctrine of marginal 
utility, although introduced in England by Jevons, has been 
most extensively elaborated by the writers of what is known 
as the Austrian School, conspicuously by Friedrich Von 
Wieser of the German University of Prague (‘‘ Natural 
Value”) and Eugen Bohm-Bawerk, of the University of 
Vienna (‘‘ Positive Theory of Capital’). The writings of 
these prophets of the new school and their continental col- 
laborators have practically captured the field in this country, 
about as completely as did Adam Smith and his immediate 
disciples in England at the beginning of the century, and with 
similar results upon the social utility of the science. 

By marginal utility is meant that portion of the general 
supply of a commodity which has the least utility to a possible 
purchaser. The last remnant of the supply is called the mar- 
ginal quantity, and the most reluctant or indifferent purchaser 
is called the marginal consumer. Hence, according to this 
theory, the highest price that the most indifferent consumer 
will give for the last remnant of the supply is the marginal 
price, and the marginal price determines the price of the whole. 

In defining marginal utility, Bohm-Bawerk says:* ‘‘Here, 





* © Positive Theory of Capital,” pp. 148, 149. Cf. ‘* Natural Value,” Von 
Wieser, p. 13. 
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then, we have reached the goal of the present inquiry, and may 
formulate it thus: the value of a good is measured by the im- 
portance of that concrete want, or partial want, which is 
least urgent among the wants that are met from the available 
stock of similar goods. What determines the value of a good, 
then, is not its greatest utility, not its average utility, but the 
least utility which it, or one like it, might be reasonably em- 
ployed in providing under the concrete economical conditions. 
The law which governs amount of value, then, may be put in 
the following very simple formula: The value of a good is de- 
termined by the amount of its marginal utility. This propo- 
sition is the key-stone of our theory of value. But it is more. 
In my opinion it is the master-key to the action of practical 
economic men with regard to goods.” 

In 1891, Prof. William Smart of Queen Margaret’s Col- 
lege, Glasgow, the able translator of Bohm-Bawerk’s works, 
and editor of Von Wieser's ‘‘ Natural Value,” and probably 
the most lucid expounder of the doctrine among English 
economists, published a little work of 88 pages for the spe- 
cial purpose of clarifying this doctrine of marginal utility. 
On pages 55 to 57 he states what he regards as the complete 
case, thus: 

‘This is the ordinary case of what may be called complete competition— 
where there are several buyers and several sellers of similar articles. Suppose the 
case of six buyers, each wishing to purchase a barrel of appies, and five sellers, 
each wishing to dispose of one barrel. We assume that the barrels are all of equal 


quantity and offered simultaneously, and that the competitors on beth sides know 
their own interests and follow them: 


Buyer 1 values the barrel at Seller 1 values the barrel at 

and will pay any price and will accept any 

URGE 2. ccccccecces 18s. 6d. price above......... 13s. 
Buyer 2. do do 18s. Seller 2 do do 14s. 
Buyer 3 do do 17s.6d. Seller 3 do do I5s. 
Buyer 4 do do 17s. Seller 4 do do 16s. 
Buyer 5 do do 16s, Seller 5 do do 17s. 
Buyer 6 do do 15s. 


‘* Here the subjective valuation which the first three buyers put upon the 
apples is so high that they are, economically, ‘‘ capable” of purchasing from any 
of the sellers. But, naturally, they will not pay more than necessary, and the 
transaction begins by low offers on the side of the buyers, and holding back on 
the side of the sellers. Let us follow the course of the bids methodically: 
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At 13s. 6d. there are 6 buyers and I seller. 


14s. e “es 6 fe ec I “e 
14s 6d af “ 6 ae ‘é “ec 
15s. “se sé 5 “ “ce 2 “ 
15s. 6d. a“ “oc 3 oo “ 3 oe 
16s. te « 4 fe “cc 3 ae 
16s. 1d. ce “e 4 te « 4 ai 
16s. 6d. “ec “ 4 “ce “ 4 “ec 
16s. 11d. “ ae 4 oc « 4 “ 
17s. sé ae 3 ae te 4 te 


“Thus we see that at any price from 16s. Id. to 16s. 11d. there will be as 
many buyers as sellers, and the conditions will have emerged at which exchanges 
take place and price is determined. For at that price four buyers and four sellers 
will make a gain by exchanging. The fourth buyer was willing to pay anything 
under 17s., and the fourth seller willing to clear at anything over 16s.; thus, both 
gain by a price which falls between 16s. and 17s., while the three more capable 
pairs gain proportionately more. And at that price, the valuations of the remain- 
ing competitors, be they few or many, are unable to have any effect on the 
exchange. 16s. 1d. will not suit buyers 5 and 6, who are not willing to give 
more than a maximum of 15s. 11d. and 14s. 11d., and 16s. 11d. will not suit 
sellers who demand at least 17s. 1d. 

‘* Again, any price above 16s. 11d. would cause the fourth buyer to with- 
draw, and any price under 16s. 1d., would cause the fourth seller to withdraw. The 
price, then, will be determined somewhere between the subjective valuations of the 
last buyer and the last seller—what we may call the marginal pair. And the 
most capable exchangers are proved to have been those who put the highest valua- 
tion on the commodity they wished (apples or money), and the lowest valuation 
on the commodity they had (money or apples).” 

We do not insist that the full significance of this state- 
ment will be obvious to every reader of these pages, although 
it is regarded as the clearest statement of the point yet pre- 
sented. It is not our purpose in this article to question the 
correctness of this theory; that we defer to another time. 
We are here concerned only with its practical utility. 

Let it be granted that everything assumed in the last 
table is true. What of it? Of what significance is it to 
anybody to know that out of nine grades of buyers and nine 
groups of sellers, if the price rises above 16s. I11d., one buyer 
would withdraw, and if it falls below 16s. 1d. one seller will 
withdraw? How does the knowledge of this fact throw any 
light whatever upon the means of promoting public welfare 
through the medium of prices? Since social progress depends 

upon the downward movement of prices and the upward 
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movement of wages, if economic science is to contribute any- 
thing to civilization, it must not only explain the movements 
of these phenomena, but it must explain them in such a way 
as to render aid in directing public policy to that end. Now 
that is precisely what this theory fails to do. All it explains 
is that when the price is above 16s. 11d., there are some who 
will not buy, and when it is below 16s. Id., there are some 
who will not sell. If we ask why won’t they buy at above 
16s. 11d. or sell below 16s. 1d., the answer is, because 16s. 
11d. and 16. 1d. are respectively the marginal utility of the 
buyers and sellers of apples, and pray how much the wiser are 
we? , 

The grain of truth conceded in all this is that the price 
must be high enough to cover the cost of the most expensive 
producers whose goods are demanded—a fact which in the 
light of the cost of production principle is simple and 
obvious. 

To illustrate: Let us suppose that a given market for 
hats is supplied by six competing groups of manufacturers, 
whose cost of production varies from $2.75 to $3.00, as fol- 
lows: No. 1 can produce hats at $2.75 each, No. 2 at $2.80, 
No. 3 at $2.85, No. 4 at $2.90, No. 5 at $2.95, and No. 6 at 
$3.00. If the supply of the dearest group, whose cost is 
$3.00, is necessary to fill the market demand, the price can- 
not be less than $3.00, and if the demand of those who 
would do without rather than give more than $3.00 is neces- 
sary to carry off the supply, the price cannot be more than 
$3.00. Clearly, then, the price will be $3.00, which is the 
equivalent of the cost of the dearest (or marginal) producer, 
and this is what the marginal consumer is compelled to pay, 
or cease to be aconsumer at all. But suppose that a new 
machine is invented which enables the marginal producer to 
supply the same hats at $2.90 ? A group of previously non- 
consumers, to whom the hats had a utility of $2.90, could 
now become purchasers, and a new marginal utility would 
thereby be established, and why? Simply because a new 
marginal cost of production has been created. The $2.90 
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utility purchaser is not new; he was there before; the only 
new fact is the $2.90 marginal producer. 

This is what occurs in everyday life. The cost principle 
is intelligible to practical men of affairs, and is the one upon 
which they instinctively act, whereas the Austrian theory, 
besides obscuring what is already clear, leads only to a vacant 
circle devoid of dynamic suggestion. 

For example, we recognize that the price is determined 
by the marginal utility; we want to lower the price of hats 
to the public without involving loss to those who supply them. 
How can we do it? Oh, by lowering the point of marginal 
utility. Yes; but how can this be done without loss to the 
producer? and echo answers how? 

If we turn to the marginal cost theory with the same 
question the case is very different. We recognize that the 
price is determined at the point of marginal cost. We want 
to lower the price to the consumer without injuring the pro- 
ducers. How can we do it? Lower the marginal cost. How 
can that be done? By stimulating the forces and conditions 
which lead to improved methods of production, and the prob- 
lem is solved. 

In the matter of wages, the Austrian theory is still more 
objectionable. The marginal utility of labor is the lowest 
utility to the employer. We want to increase wages. How 
shall we do it? Raise the marginal utility of the laborer. 
How shall we do that? Increase the price of products or else 
reduce the number of laborers, either of which is an injury to 
the wage class. 

If we approach the wage question with the marginal cost 
theory, the result is wholly different. We recognize that 
wages are determined at the point of marginal cost (dearest 
laborers), we want to increase wages. How shall we do it? 
Increase the marginal cost of labor. How shall we do that? 
Raise the social standard of living of the laborers. Here we 
have an affirmative answer which increases the laborers’ wages 
by improving his social life. 

It is not a little surprising that in the closing days of the 
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I9th century, when statesmanship is so much in need of 
practical aid from economic science that this impotent meta- 
physical theory should find general acceptance in the practical 
atmosphere of the United States. Yet much of the literature 
now being published in this country, not accepting that issuing 
from our great universities, is largely beclouded by this mar- 
ginal utility fog. 

As an example of this, at the recent meeting of the 
American Economic Association in Baltimore, an ardent 
student of the new school remarked with an air of triumph 
that he had devoted fifteen weeks of close study to Professor 
Clark’s ‘‘ Philosophy of Wealth,” a book of 236 pages. Of 
course, the profundity of a book whose meaning was so diffi- 
cult to fathom, must be wonderful. Indeed, this seems to 
characterize the entire Austrian school discussion. The burden 
of nearly all the replies of the new school disciples to their 
critics is that their meaning was misapprehended. 

It is fair to say, therefore, that the doctrine of marginal 
utility is unclear and unpractical, and hence ought to have no 
place in the scientific teachings, in an age and country where 
the crying demand of social life is for the practical aid of 
economic science. If economists insist upon preferring the 
obscure and impotent, to the obvious and efficient in economic 
doctrine, they can hardly expect the confidence of men of 
affairs or to exercise any real influence upon the direction of 
public policy and the shaping of social institutions. 


Decline of Cobdenism. 


The Cobden Club held its annua! meeting at the National 
Liberal Club, London, on November 24th last. The principal 
addresses were made by Lord Farrer and Lord Playfair, 
neither of whom manifested any particular enthusiasm over 
the outlook for free trade principles throughout the world. 
The club occupied itself chiefly in making the most of the 
assumed failure of Mr. Chamberlain’s Imperial Federation 
scheme, and in working itself up to the point of accepting 
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with philosophical resignation the unwelcome fact of Germany's 
remarkable growth in industrial importance and as a factor in 
international trade. 

The Cobden Club has had a long, long wait for a fulfill- 
ment of the prophecy made by its founder over a half century 
ago, that within ten years after England had inaugurated the 
golden era of commercial freedom every civilized country 
would be free-traders to the backbone. To-day England 
not only finds herself still alone in support of that policy, 
but even within her own borders there is a growing and 
crystallizing sentiment favorable to the protective idea. To 
be sure, Englishmen are very wary of the name ‘‘ protection,” 
but they are beginning to say a great deal about ‘“ national 
defense,” ‘‘inter-colonial reciprocity,”’ ‘‘ maintenance of com- 
mercial supremacy,” and so on, all of which reflects not so 
much a definite change in theoretical standards, but a serious 
alteration in commercial conditions which has been taking 
place within the last few years. English manufacturers are 
feeling for the first time the stress of outside competition 
upon a large scale, at home as well as abroad, and they will 
in all probability be found quite as ready to throw free trade 
overboard when it has ceased to serve their interests as they 
were to support it during the period of foreign market exten- 
sion. For this reason the attitude of the Cobden Club is no 
longer aggressive but defensive. It finds nothing to congratu- 
late itself upon, except the apparent slowness of its own 
decadence. Unable to deal with the new conditions which 
are arising in international and domestic trade, it takes on the 
attitude of economic dogmatism, and says that its principles 
are too self-evident to warrant submitting them to further 
discussion. This was the spirit of Lord Farrer’s remark in 
reference to the many challenges received by the club during 
the year, that ‘‘ when those persons had not the slightest 
knowledge of the elementary principles with which they (the 
club) were concerned, he did not think that because they 
trailed their coats the club was bound to tread upon them.” 
No doubt British manufacturers will continue to ignorantly 
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consult their own interests and leave the Cobden Club in 
undisturbed contemplation of its elementary principles. 
‘*Some challenges, however,’’ said Lord Farrer, ‘‘ were 
definite; for instance, the challenge contained in Mr. 
Williams’s book, ‘Made in Germany.’ . . . . Mr. 
Williams had really something of a*case to state; there were 
important facts to be brought before the British public; but 
he had distorted and exaggerated the conclusions to be drawn 
from those facts. He was possessed by the belief that the 
success of other countries was ruin to England. Of course 
the truth was just the reverse. He considered every new 
manufacture that Germany created as a sort of piracy, almost 
a kind of wrong to the English manufacturer. If the Germans 
could make chemicals and chemical manures better than we 
could, for heaven’s sake let us buy them and send them some- 
thing we could make better thanthey. If France sent us more 
tasteful silks, let us do the same with France, and so on 
through the whole gamut.” This, at least, is something of 
an advance, for the Cobden Club to acknowledge that free 
trade is no longer a guarantee of British supremacy. ‘‘ ‘ The 
past, at least, is secure,’”’ it says, ‘‘now let us accept the 
inevitable.” Here the club marks out an onerous task for 
itself, since its own future status will depend upon its success 
in bringing British producers to look upon disappearing 
markets and vanishing profits in this same philosophical 
spirit. 

One extract from Lord Playfair’s speech reveals charac- 
teristic British sagacity in the interpretation of American 
affairs. ‘‘After referring to the silver craze in America, Lord 
Playfair said he did not believe President McKinley could or 
would reimpose a heavy tariff in place of the one in operation. 
After McKinley’s law of 1890 a paralysis came upon the ex- 
port trade of American manufactures. Even protectionists 
would recollect their distress then, and would oppose a repe- 
tition of that high tariff.” This is good enough to have 
appeared in Punch, unless it be a fact that real humor is not 
permitted in that staid and respectable publication.. We agree 
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with Lord Playfair that such protectionists as can ‘‘ recollect ”’ 
the distress of American manufacturers under the McKinley 
tariff, under which domestic exports reached the largest total 
in our history ($1,015,732,011 in 1892), and general prosperity 
touched high water mark, will oppose a re-establishment of 
the protective policy. Let them speak up. 

The editorial of the London 7Zzmes upon this meeting of 
the Cobden Club so exactly reflects the declining influence of 
that organization in British public affairs, and the cautious, 
yet growing sentiment for a positive policy of industrial 
defense, that we reproduce it entire: 

‘* The annual meeting of the Cobden Club is seldom a 
lively entertainment, and the gathering yesterday addressed 
by Lord Farrer and Lord Playfair, and attended by Sir Wil- 
fred Lawson, Mr. Shaw Lefevre and Mr. Picton, was not an 
exception to the rule. Mr. Chamberlain’s suggestions on the 
subject of an Imperial Zo//verein naturally were the subject 
selected for dissection by the President, but it may be doubted 
whether the operation as it was performed will carry conviction 
to those who were not convinced before. Mr. Asquith at 
Leicester referred to the same topic and agreed with Lord 
Farrer in regarding the question as practically defunct. Lord 
Farrer, indeed, seems to look upon the Colonial Secretary as 
an interesting convert to the pure traditions of Cobdenism, 
who has found salvation since the reception given to his alleged 
heresies last summer by the congress of the chambers of com- 
merce. The club, he thinks, should be satisfied with what 
took place on that occasion, and its gratification ought to be 
heightened by the contrast lately drawn by Mr. Chamberlain 
himself between British and foreign methods of colonial policy 
and the results which follow from each. It needs no great 
adroitness to triumph in controversy over an absent adversary, 
when the sole disputant enjoys the advantage of stating in his 
own way the arguments he is about to demolish. Lord Farrer 
found himself in this enviable position yesterday, but it may 
be doubted whether his dialectical triumph would have been, 
even in his own eyes, so complete, had Mr. Chamberlain been 
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present to put his case for himself. It will strike many peo- 
ple of abilities very inferior to his that no great difficulty ex- 
ists in reconciling the views which the President of the Cobden 
Club chose to treat as contradictory. Prussia, which worked 
out the unification of the German Empire in no small measure 
by the machinery of the Zollverein, approached more nearly 
to free trade principles in her commercial legislation than most 
European countries at the time when she first adopted that 
far-reaching policy. Indeed, one of the most recent of Ger- 
man historians boasts that she was then far in advance of Eng- 
land. The objections to any scheme encroaching, however 
slightly, upon our traditional free trade system are manifest 
and of extreme gravity, but it does not follow that all projects 
for promoting the unity of the Empire by fiscal means are 
necessarily hopeless and impracticable. Lord Farrer bids the 
Cobden Club look with a hopeful eye upon the progress of 
free trade in Australia, and even in Canada and the Cape. It 
may be that the financial unity of the Empire will ultimately 
be furthered in that fashion, but the prospect certainly seems 
remote. The Cobden Club have been hoping—at times with 
much better grounds—for the conversion of the chief states of 
the old world and the new to the doctrines which seem to us 
in England so unanswerable. Yet the fact remains, as Mr. 
Balfour observed the other night, that our only fellow-disciples 
are the Turks, and that the greatest commercial country across 
the Atlantic has just reaffirmed its faith in protection.” 
English free traders attempt to account for German suc- 
cess by the superiority of German technical training. In view 
of the history and industrial experience of the two countries, 
this appears at best like a highly strained attempt to cover up 
the real and determining cause, namely, the lower wage rate 
of Germany, accompanied by machine methods practically up 
to the British standard. Of course, if this fact were recog- 
nized by the Cobden Club, ef a/., it would inevitably give a 
spur to protectionist sentiment among English wage-workers, 
hence the insistence upon this ‘‘ technical training” theory. 
Mr. John Morley, in a recent address to an audience of 
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students advanced this notion, together with the following, 
which must have been received with unbounded enthusiasm 
by the young men present: ‘‘ Was there not,” said Mr. Mor- 
ley, ‘‘ a little too much addiction to pleasure nowadays—did 
not young men attend rather more to their athletics and 
sport than was wholly good? There was no doubt, taking 
the country as a whole, that pleasure and sport were now 
absorbing an amount of time and mental pre-occupation which 
must block out some other subjects which it would be well if 
men and women paid attention to.” So then, we have in all 
three attractive suggestions regarding the present and future 
of English trade. The first, as we have shown in previous 
numbers, comes from such manufacturers as have begun to 
feel the pinch of foreign rivalry, and it is, lower wages; the 
next, from Mr. Morley, is, less pleasure and harder work; the 
last is from the Cobden Club,—more technical training, and 
after that, resignation. 

In further illustration of the heresy at home with which 
the Cobden Club must be prepared to deal from now on, we take 
the following from the London 7imes of December 18th last: 

‘* A conference, open to all persons favorable to a reform 
of the fiscal policy of the country upon protectionist lines, was 
held in St. James’s Hall last Thursday. Mr. James Lowther, 
M. P., who presided, said that no other nationality or state 
of any power in the world had adopted the principle of the 
Cobden Club. The new Prime Minister of Canada had dis- 
tinctly given an assurance before his election, which he had 
repeated since, that under no circumstances would he lend 
himself to any attempt to interfere with the protective tariff. 
The Canadian general election had to all practical intents defin- 
itively settled the policy of Canada, so far as both political 
parties were concerned, as permanently being in the direction 
of protection. There was now nota colony in Australia which 
had not under its consideration practical proposals largely 
moving in the direction of protection, while others remained 
staunch to the principles that meeting had been called to 


advocate. 
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‘¢ Sir H. Howorth, M. P., moved a resolution declaring 
that the fiscal system of the country urgently required recon- 
sideration with a view to protection being afforded native in- 
dustries, while insuring an unfailing supply of food together 
with secure markets for our home manufactures by means 
of preferential trading relations with all parts of the British 
Empire. This was carried unanimously, as was a resolu- 
tion affirming the principle that all competing imports should 
pay such duties as would prevent foreign products having 
undue preference over internally-produced commodities, with 
discriminating duties in favor of our colonies and depend- 
encies. 

‘Sir W. Barttelot moved: ‘That in the opinion of 
this meeting it is of the utmost importance that local pro- 
tectionist associations be formed without delay in all parts 
of the country, with a view to their co-operation with the 
various other societies, to advocate a comprehensive reform 
of our fiscal policy.” This also was unanimously adopted. 

‘« Mr, Disraeli, M. P.; Mr. Seton-Karr, M. P.; Colonel 
Sandys, M. P., and Lord Masham were among the speakers.” 

The English are strong in prejudicial feeling, and slow 
to abandon traditional institutions and customs, but there 
has never been a time when their own best interests have 
not finally been determinative in public policy. It is this 
fact which is again being illustrated in the growth of pro- 
tectionist sentiment and decline of Cobdenism in England 
itself. 


Walker’s Contribution to Economics. 

In the death of Francis A. Walker, the vineyard of 
economics has lost an active and able worker. It is the privi- 
lege of few men to have such all-round efficiency as General 
Walker possessed. Although less than fifty-seven years of 
age, he had held with honor and distinction enough prominent 
positions to give fame to half a dozen men. He was born in 
Boston in 1840 (July 2), and graduated from Amherst College 
in 1860. After giving a year to the study of law, he entered 
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the army as sergeant-major in 1861. Before the close of the 
same year, he became assistant adjutant-general, with the 
rank of captain, and in 1862-was made adjutant-general, with 
the rank of major, and after serving under a number of distin- 
guished generals, including Hancock, and experiencing a taste 
of life in Libby prison, he finally received the brevet of briga- 
dier-general. 

When turning to the sphere of civic pursuits, he was 
scarcely less successful. From 1865 to 1881, he passed in 
rapid succession from a teacher of Greek and Latin at Willis- 
ton Seminary (1865-67) to assistant editor of the Springfield 
Republican (1868); and in 1869 was made chief of the Bureau 
of Statistics in the Treasury Department at Washington. In 
1870 he became superintendent of the ninth census; in 1872, 
commissioner of international affairs, and in 1873 professor of 
political economy in Yale. In 1876, he was chief of the 
Bureau of Awards at the World’s Fair in Philadelphia, and in 
1878 was United States commissioner to the international 
monetary conference at Paris. He was superintendent of the 
tenth census in 1880, and in 1881 was elected president of the 
Massachusetts Institute of Technology, which position he held 
at his death, 

His scholarship was also liberally recognized by institu- 
tions of learning. He received the degree of A.M. from Am- 
herst in 1863, and from Yale in 1873. The Doctor's degree 
of Ph.D. was conferred by Amherst in 1875, and that of 
LL.D. by both Amherst and Yale in 1881; by Harvard in 
1883, and by Columbia in 1887, and by St. Andrew’s, Scot- 
land, in 1888. 

Although he was both brilliant and popular as a soldier, 
statistician and scholar, it is upon his work in the special 
sphere of economics that his claim to distinction rests. While 
in the other fields, he was an able, enthusiastic worker, in 
this he was a specialist. It is, therefore, as an economist 
that General Walker will be known in history, and here his 
title to distinction is beyond dispute. He was the leader 
of organized economic work in this country since the war. 
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His contributions to economics were not so much those of 
an original genius as an inspirer to wholesome, active, eco- 
nomic work. 

His first important book, ‘‘The Wages Question” 
(1876), was a definite and lasting contribution alike to the 
literature and the science of economics. The chief value of 
this work was in giving vigorous emphasis to a then incipient 
rebellion against a long-standing economic fallacy—the wage 
fund theory. As a vehicle of hopeless pessimism for the 
laboring classes, this doctrine was one of the most pernicious 
ever taught in the name of social philosophy. 

It is true that General Walker was not the first to attack 
this doctrine. The first bold attack upon it was made by 
Thornton in 1869. Although Mr. Thornton’s criticism was 
sufficiently effective to convert John Stuart Mill, it did not 
deprive the theory of general acceptance by economists. 
This task remained for General Walker, and he really accom- 
plished it in his ‘‘ Wages Question.” The effect of Mr. 
Walker’s onslaught upon the doctrine did not consist wholly 
in its logical demolition, which was very complete, but in the 
frank, healthful discussion of the wages question as a class 
question, amplified by data and supported by cogent reason- 
ing and forceful statement. Besides giving the wage fund 
theory a blow from which it has never recovered, it gave the 
wages question a respectable status in economic discussion 
which it has retained ever since. Although he was a free 
trader of a rather virulent type, in this book he vigorously 
attacked the doctrine of /azssez faire, as a general principle 
of public policy. His effective exposure of the fallacies of 
this doctrine of indifference and logical anarchy, was second 
only to the exposure of the wage-fund theory, either of 
which are sufficient to make ‘‘ The Wages Question” a book 
of permanent value. 

In this book, Mr. Walker also undertook to replace the 
wage fund theory with a new doctrine of wages. Here, how- 
ever, he was less successful. He endeavored to establish the 
theory that wages instead of being paid out of capital, as 
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taught by the wage-fund theory, were paid out of production. 
He says (p. 128, ‘‘ The Wages Question,”) the ‘‘ popular 
theory of wages . . . . . is based upon the assump- 
tion that wages are paid out of capital, the saved results of the 
industry of the past. Hence, it is argued, capital must fur- 
nish the measure of wages. On the contrary, I hold that wages 
are, in a philosophical view of the subject, paid out of the 
product of present industry, and hence that production fur- 
nishes the true measure of wages.” 

He here really took the wage-fund formula and endeav- 
ored to give all the creative and regulative power over wages 
to production which the old theory had given to the capital 
fund. It was not difficult, however, to show that this theory 
was radically defective. Although it was not as pessimistic 
and narrow as the old doctrine, it proved wholly inadequate 
to establish a general economic law of wages,* and found little 
acceptance. 

Mr. Walker's principal work, however, is his ‘‘ Political 
Economy,” published in 1883. This was a general economic 
treatise, covering the subjects of production, exchange and 
distribution of wealth, prepared as a text book for use in 
colleges and universities. In its revised form, this work is 
more generally used in our colleges and universities than any 
other American text book. 

He was a devoted Ricardian, and one of the most lucid 
expounders of Ricardo’s doctrine of rent, which he affirmed 
in its entirety without question or qualification. The strongest 
feature of this work was the masterly way in which he brought 
out the principle of marginal cost of production in the theory 
of business profits, which was really the application of the 
Ricardian doctrine of rent to profits. Mr. Walker's relation 
to this is quite similar to Ricardo’s relation to the theory of 
rent. The marginal theory of rent was clearly stated by Dr. 
Anderson thirty-eight years before Ricardo wrote; but it was 
not until Ricardo’s powerful and elaborate presentation of it 


* “© Wealth and Progress.” Pp. 53-59. 
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that the doctriue took a recognized place in economic thought. 
Hence, it is properly associated with Ricardo’s name rather 
than Anderson’s. 

Similarly the theory of marginal profits was explained 
by Mill, who said:* ‘‘ The value, therefore, of an article 
(meaning its natural, which is the same with its average value), 
is determined by the cost of that portion of the supply which 
is produced and brought to market at the greatest expense.” 
Again,t ‘‘The extra gains which any producer or dealer 
obtains through superior talents for business, or superior 
business arrangements, are very much of a similar kind. If 
all his competitors had the same advantages, and used them, 
the benefit would be transferred to their customers, through 
the diminished value of the article; he only retains it for 
himself because he is able to bring his commodity to market 
at a lower cost, while its value is determined by a higher.” 

Although this is a concise statement of the principles of 
marginal cost of production, it is manifest that Mill never 
realized its full significance in connection with profits. The 
statement was made incidentally when discussing ‘‘ rent in its 
relation to value,” but when discussing business profits he no- 
where uses it; but on the contrary treats profits as a part of 
the cost of production and hence entering into price.t ‘‘Pro- 
fits, therefore, as well as wages,” he says, ‘‘ enter into the cost 
of production, which determines the value of the produce,” 
while, like Ricardo, he stoutly affirmed that| ‘‘ rent, there- 
fore, forms no part of the cost of production which deter- 
mines the value of agricultural produce.” 

Mr. Walker's contribution was in taking up what Mill 
apparently incidentally dropped and giving ita permanent place 
in scientific thought. He definitely affirmed and conclusively 
proved that profits are ‘‘of the same genus” and ‘‘ governed 
by the same law as rent,” and denied that they were either 


* “ Principals of Political Economy.” Vol. I., pp. 579, 580. 
+ lbid, ppe 586, 587. 

+ “‘ Principles of Political Economy.” Vol. I., p. 568. 

| Zoid, 581. 
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abstracted from wages or added to prices. This was a real 
contribution to economic doctrine, the credit of which prop- 
erly belongs to Walker rather than to Mill, because it was 
he who recognized its scientific significance and co-ordinated it 
with a body of permanent economic doctrine. 

Since scientific truth is added by such small increments 
and at rare intervals, too much should not be expected from 
any one person; yet, it has never ceased to be a matter of 
surprise to us that one who so thoroughly grasped the Ricar- 
dian theory of rent and successfully applied it to the theory of 
profits should utterly fail to see its application to interest 
and wages. Yet, Mr. Walker not merely failed to extend the 
principle of marginal cost of production to the other parts of 
the economic field, but he resolutely denied that it had any 
application there. This appears to be Mr. Walker’s weak 
point as an economist; what he did not see, he dogmatically 
denied. 

He clearly saw that there could be ‘‘ no-rent land,” and 

that there could be ‘‘no-profit employers,” but he boldly 
and baldly declared that there is not ‘‘any no-interest cap- 
ital,” and says ‘‘ the whole theory of rent rests on the as- 
sumption that there is a body of no-rent lands. : 
In the theory of capital there is nothing to correspond to this. 
The economist does not find any no-interest capital. In theory 
all capital bears an interest, and all portions of capital bear 
equal interest.’’* 

For this astounding statement he never deemed it neces- 
sary to give any explanation either in fact or reason. Nor 
has he, so far as we know, in any of his subsequent writings 
given any hint of justification for thus assuming that inter- 
est and wages are governed by entirely different economic 
principles from rent and profits. This failure to stop when 
his economic sight failed appears to have marked Mr. 
Walker’s departure from the field of coherent scientific eco- 
nomic work. 


* «* Political Economy,” Walker, pp. 222, 223¢ 





1897. | WaLkER’s CONTRIBUTION TO ECONOMICS. 95 


On other phases of ecgpnomic distribution, Mr. Walker 
had no strictly scientific standing. On the question of 
wages, he projected the residual claimant hypothesis; a 
theory, it could hardly be called. But this was so weak and 
unsustained, that it never found serious acceptance even 
among Mr. Walker’s ardent admirers. It has even less to 
sustain it than did the wage-fund theory whose overthrow he 
did so much to accomplish. 

In the treatment of the order and relation of the different 
factors in production to each other, Mr. Walker was disorderly 
to the point of being contradictory; sometimes affirming that 
wages are a necessary part of the cost of all products and at 
other times that labor is the residual or last claimant in the 
distribution. It is fair to say, however, that Mr. Walker was 
never overcome, as some of his contemporaries appear to have 
been, by the metaphysical maze presented by the Austrian 
school. While he was not philosopher enough to develop a 
consistent body of doctrine, he was too practical to get lost 
in the Austrian fog. On the contrary, when facing new prob- 
lems his tendency was rather to cling to heresies of the old 
school. Thus, in the discussion of the money question, he 
was an ardent bimetallist, for the defense of which he based 
his whole reasoning on the quantity theory of value which is 
none other than the supply and demand theory of the 17th 
century, with which his marginal cost doctrine of both rent 
and profits was entirely inconsistent and of which his opposi- 
tion to the wage-fund was an absolute denial. 

These shortcomings, however, ought not to be surprising. 
Nature does not make all-round geniuses. Mr. Walker was 
a success in too many lines to be a genius in any one, but 
when all the criticisms have been given their full weight, 
General Walker still stands out as the chief leader and in- 
spirer of good economic work in the United States during the 
second half of the century. He did two things and did them 
well. He gave the death blow to the wage-fund fallacy. No 
amount of qualification and new interpretation can ever re- 
establish that as a working theory of wages. He took the 
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now universally acknowledged marginal cost principle of rent 
and firmly established it in relation to profits. It now re- 
mains only to extend this principle to wages and interest to 
give us a consistent body of doctrine, covering the whole 
economic field—a body of doctrine true to the facts, consist- 
ent in principle and susceptible of practical application in pub- 
lic policy. This would be a great boon to scientific sociol- 
ogy. It would save us from being immersed in the flood 
of economic mysticism with which we are threatened from 
Continental Europe and give economics its true position as 
the scientific basis and safe inspirer of social conduct and 
national statesmanship. 





Indictment of Organized Charities. 


The time has come when some plain and pointed words 
need to be said in reference to our whole system of public and 
private charities. We have seen them grow in number and 


revenue, till they now have become great machines, disbursing 
in the aggregate immense sums of money. The public has 
come to believe in their necessity, and responds to their annual 
appeals with increasing generosity, and the result is that we 
are gradually allowing our charitable giving and distributing to 
be done for us by societies. The individual as a factor is fast 
disappearing, and some sort of organized agency takes his 
place, and worse than this, it is an accepted belief that the 
latter is indispensable. The administration of these charities 
is already erected into a study, and we are bidden to regard 
this as a sign of progress, as something of which to boast. 

Is it all right? It is a criticism of the system we are 
proposing, which surely its upholders and advocates will not 
resent. It is a challenge of largely accepted and extending 
methods of charity, and not of the motives of those who have 
adopted them, which we offer. We cannot escape the con- 
viction that so far as the general public is concerned, these 
methods involve a harmful tuition and generate a false atti- 


tude and temper. 
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The patrons and managers of these societies are reluctant 
to have their point of view questioned, yet this is precisely 
what needs to be done. We are strongly of the opinion that 
the tendency to exploit charity distribution as a science and a 
profession, is one which should be checked, rather than 
encouraged. The number is daily augmenting of those who 
are ready to call a halt, and who are beginning to see the evil 
results of the prevalent system. 

The truth of the matter is, that the whole modern method 
of organized charities is based on a wrong principle. It is the 
outgrowth of sentiment, it proceeds on the assumption that 
the present condition of things is inevitable, and therefore 
must be accepted. One deplorable consequence is, that that 
which should be regarded as temporary, as the outcome of an 
abnormal social condition, is perpetuated and made even 
worse—in a word, that is made chronic which should be 
deemed transient and ultimately preventable. It is ‘‘ the 
point of view” of these associated charities people which is at 
fault, and because of this their system should be called in 
question. 

The problem of poor relief is essentially economic, not 
charitable, and thus far the dealing has been wholly with the 
wrong end of it. The study most imperatively called for is 
not how best to administer charity, but how to make charity 
more and more unnecessary. What is wanted is not the 
systematized alleviation of a confessedly bad social and indus- 
trial situation, but its absolute alteration. 

Poverty, we are told, is increasing, and well it may, for 
we are making no general economic effort to dry up its 
springs; we are not dealing with the causes of it, nor are we 
seriously trying to make charity superfluous. On the contrary 
we are, by our relief methods, seeking to make people endure 
what ought not to be endured, and are giving out doles to 
help them eke out an existence that should not, and need not, 
be tolerated. Ministering now and then to individuals and 
to families brings no permanent relief to the class to which 
such beiong. Society cannot be essentially improved by 
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tinkering at it in spots; and no uplift that amounts to any- 
thing can be secured except through the class, as a whole, 
that requires it. 

What are our charity associations doing about the causes 
which produce mendicancy, tramp-life and the growing 
dependence on charitable or municipal relief? They are 
studying, it is true, how to discover who are worthy appli- 
cants, and have invented a bureaucracy which makes the 
obtaining of aid most difficult, and engenders on the part of 
suitors therefore a skill and persistency which is the counter- 
part to their own checks and guards against fraud. They 
have the pedigree of families and houses, and a circumlocution 
office whose aim is, how not to give alms. There is little 
provision for promptly needed help in emergency cases, and 
the whole attitude is one of suspicion and the method that of 
a detective agency. 

This is reducing charity giving, it is claimed, to a science, 
obviously taking out of it all soul; cautious and unwasteful it 
is affirmed to be, and the churches and general public are 
coming to use these associations almost exclusively as their 
almoners. In saying this we do not fora moment mean to 
impeach the motives of the noble body of men and women 
identified with them, and who really believe they are working 
wisely. Let it not, however, be forgotten that through mis- 
taken and misdirected charitable efforts, society has in all 
ages received its greatest harm, for that is the indisputable 
testimony of history. The abatement of the hardships of 
poverty is not the main end to be kept in view, but the re- 
moval of the causes of poverty by the general amelioration of 
social conditions. The peril of the situation lies in the eco- 
nomic impotence and despair that are paralyzing those who 
are cultured and kindly disposed, together with the absence 
of really curative and constructive effort. The time has come 
to take hold of the other end of the problem to see what are 
the obstructions to the social progress of the masses and to re- 


move them. 
Instead of employing mild methods with the owners of 
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unsanitary tenements, it would remedy the situation far more 
quickly if we insisted on the enforcement of laws which con- 
demn them and forbade their occupancy by men and women. 
Instead of studying economy in the care of the streets in the 
districts where the wage class is obliged to live, it would be 
the part of civic prudence to spend freely in keeping such 
streets clean and well lighted. 

So, too, the hour has struck when a general and deter- 
mined fight should be made against unrestricted immigration, 
for it is the incoming of the shiftless, the ignorant and the 
incompetent from the old world into our American cities that 
cheapens labor and keeps down the standard of living. This is 
why protection for our civilization and for the industries on 
which depend our development as a nation is indispensable. 
Such protection is an economic, not a political necessity. 

The labor problem comes before charity, and it is because 
we have shirked the former, that we have had so much of the 
latter thrust upon us. Decent home life costs more than 
herding together like pigs, the apology for which is its cheap- 
ness. It is because the cost or standard of living controls 
wages, that the maintenance of the former marks the type 
of civilization. The economic problem of society is, there- 
fore, not one of reducing rents, regulating interest, or abol- 
ishing profit, but it is a problem of increasing wages, and the 
latter depend ultimately on the desires, character and oppor- 
tunities of the laboring classes. Charity does not deal with 
this problem, it rather complicates and delays its economic 
solution by expedients to alleviate the consequences of a low 
wage. Charitable relief given to low wage workers makes it 
possible for them to compete with self-supporting working- 
men, and such a struggle is contrary to all conditions of econ- 
omic competition, since the cheaper laborer succeeds not 
through any superiority, but solely because of his social infe- 
riority, and this takes away the incentive for the ill paid toiler 
to rise, and defeats all progress. 

Fewer work hours have also an economic significance; 
they cannot come in response to the appeal for charity; they 
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imply increased leisure with diminished exhaustion and enlarge- 
ment of opportunity for a greater variety of social life. Re- 
garding the laborer, as has been usual, as only a physical 
factor in production, while ignoring him practically as a social 
factor in consumption, explains his slow progress, and has 
neutralized the advantages he has had under our republican in- 
stitutions. It was Dr. Johnson who said, ‘‘I have found men 
more kind than I expected, but less just,” for after all it is 
easier to be charitable than to be just; easier to give a con- 
tribution to some benevolent society, than to pay a fair wage 
to employés. Our charity organizations have educated the 
people to shunt their responsibility for social conditions they 
sadly acquiesce in, and yet which they condemn. One tithe of 
the effort now spent on equipping their plants and in adminis- 
tering what is entrusted to them by the benevolently disposed 
would, if devoted to the getting at and removal of the causes 
of poverty, have radically improved the social and industrial 
outlook. 

Organized charity has largely spent itself helping individ- 
uals escape from a bad lot in life, —and that is the very ground 
of its impeachment. Economics aims to change the Jot, for 
therein is the root of the evil. Then, too, more or less of 
charity may be found blended with manifold plausible schemes 
for social improvement, it is the concealed factor oftentimes 
in many quasi-benevolent devices for ministering to human 
welfare, and to that extent is it positively harmful. For when- 
ever meals or the necessities of life are sold at less than cost 
to the poor, it is an injury to the recipients, and is commer- 
cially dishonest, because it makes it harder for every person 
who must do business without the aid of any secret relief 
funds. The lunch carts, which are now found in every street 
and are making their appearance in almost every town are 
fraudulent devices to furnish low-priced meals. They are 
not honest competitors with those who are in the restaurant 
business, for they escape the cost of rent, by using the pub- 
lic streets with slight compensation to the municipality for 
their movable saloons; they cater to an irresponsible and 
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irregular class of customers, and are not to be regarded as 
filling any economic or wholesome function. It is doubtless 
a money-making scheme, and mainly so because avoiding the 
conditions which belong to the conduct of every recognized 
and properly housed restaurant. We seem to have overlooked 
almost entirely the effect of charity on others than its 
recipients. 

There is too much of coddling and nursing on the part of 
charitable agencies, by which the improvident and incapable 
are carried along and made permanent burdens on society. A 
growing class is thereby created which has come to feel that 
it will be cared for somehow, and so the only thought it en- 
tertains is to get along with the least effort on its own part. 
Even the fresh air funds and country weeks and excursions for 
poor children which are nowso popular, and withal so humane, 
that even to criticise them seems heartless, when institutional- 
ized as they now have become, develop a class which depends 
upon them, and regards them as something society owes to 
it. It would be in the long run far better by the enforcement 
of sanitary laws, to give the children all the year round clean 
and wholesome streets to live in, and healthful lodgings, thus 
rendering less necessary the spasmodic and irregular gifts, 
which reach, after all, only a comparatively small number of 
the thousands dwelling in the wretched slums of the cities. 
Warner says the most constant cause of poverty everywhere 
and at all times is sickness, but for this the remedy is not free 
dispensaries established by charity, but a wholesome environ- 
ment. Lord Beaconsfield, when Prime Minister of England, 
said, ‘‘ The health of the people is really the foundation upon 
which all their happiness and all their power as a state de- 
pend.” The London Board of Health reports that, on the 
lowest average, every working man or working woman loses 
about twenty days in the year from simple exhaustion induced 
by bad housing, yet we are just awaking to the ethical and 
economical significance of sanitary living environments for the 
toiling masses. 

We have had enough of the J/atssez faire system; the 
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time has now come to face squarely our social problems, to 
deal with them by economic methods. It is preventive work 
that is called for—not the increasing of charitable agencies 
which augment yearly the burdens of the benevolent, while 
at the same time not affecting the conditions that make tem- 
porary relief necessary. Concern for persons will call for 
charitable doing and friendly ministry, but it is concern for 
the improvement of social and industrial conditions that is 
most urgent. For the unemployed, work should be furnished ; 
and how to provide it is an economic question; it does not 
come within the purview of charity. 

It is really a hopeful sign when laborers refuse to be satis- 
fied with a wage on which it is impossible to live decently. 
A contribution from great employers of labor, to lessen the 
distress of such, is no salve for the sin and suffering the pit 
tance they pay to women and girls makes inevitable. 

So far as there has been improvement in regard to the 
tenements in our factory towns, it has been due in the main 
to the Labor Bureau, whose investigations have made public 
the conditions amid which operatives in the mills are forced 
to live, and this fearless exposé has paved the way for 
remedial legislation. In the battle for industrial progress 
economic considerations have carried the day in the face of 
bitterest opposition on the part of statesmen, employers of 
labor and political economists of the Manchester school. 
Charity was busy mitigating hardships that were as brutal as 
they were atrocious, but charity was impotent to alter a state 
of things that was its own condemnation. Even with us a 
rich church corporation resists some of the requirements of 
the law for the sanitary improvements of tenements from 
which it derives a large revenue, yet, because at the same 
time a conspicuous dispenser of charity, it practically silenced 
criticism on its business methods. Thus has charity been 
made to condone or extenuate what needed to be strongly 
dealt with as a flagrant wrong. 

The constant charge organized labor is making against our 
charities is, that they are only ameliorative not preventive, 
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that they do not deal with a condition which can and ought 
to be altered. It is the transference of emphasis from charity 
distribution to the prevention of conditions which seem to 
make it imperative, for which in good faith we plead; and 
one failure of the study of charitable methods is found in the 
fact that it has not made its advocates and helpers one whit 
wiser as to causes of poverty, which it is possible to alter, 
if not wholly eliminated. There are methods now pursued 
which only augment poverty, which pauperize people instead 
of rendering them self-respecting and self-dependent. It is 
not the individual case of distress that is alarming; it is when 
that distress attaches to a class, when it is symptomatic of a 
condition, that there need be alarm. The true economic pro- 
cedure is to render wholesome and happy conditions general, 
to make it possible for the masses to live in self-dependence, 
and yet continually rise inthe standard of living as their social 
needs and desires develop. Economic science concerns itself 
with what ought to be, and therefore it antagonizes conditions 
charity seeks only to alleviate. 

The social crisis in this country increases in gravity every 
day, and unless we approach it on the plane of broad economic 
principles we shall be forced, as Macaulay predicted, to make 
our choice between ‘‘ Civilization and Liberty.” 


American Standard of Living. 


The more thoroughly industrial and social phenomena 
are investigated, the more clearly it is coming to be seen that 
the one great factor in determining wage rates everywhere is 
the standard of living of the wage receivers themselves. No 
other theory is able to account satisfactorily for the wide 
variations in wages paid to laborers in different countries, or 
in different groups in the same country, or to city, as com- 
pared with country laborers, or to men as compared with 
women. No other theory furnishes a scientific explanation of 
the changes in rates that have taken place since the beginning 
of the wages system, or of the steady rise in wages which 
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has characterized the industrial history of the present century. 
No other theory of wages carries with it the possibility of 
logical and at the same time tangible and practicable efforts 
being put forth for the improvement of social conditions by 
increasing the material well-being of the laboring classes. 
If wage rates depend ultimately upon the consuming power, 
the standard of living, of the different groups of working 
people, then we are at once enabled to deal intelligently with 
the situation by setting in motion forces whose tendency 
will be to elevate that standard, and thus force wage-workers 
to unite and struggle for increased incomes sufficient to meet 
their growing needs. It is this pressure of demand, this ex- 
pansion of human desires and necessities, which has lain at 
the bottom of all the betterments and economies in industrial 
methods, and all the resulting increases in wealth production 
which have ever taken place. Capitalistic methods, it is true, 
have made possible the payment of rapidly increasing rates of 
wages, but capitalistic methods themselves depend for their 
existence and success wholly upon the consuming power of 
the community, which in turn rests mainly upon the standard 
of living of the great laboring class. 

The French economist, Emile Levasseur, recently con- 
tributed to the Yale Review an interesting article on ‘‘ The 
Standard of Living of American Workingmen,” which con- 
tains strong testimony in support of this view, even though 
the writer himself does not seem to have appreciated the full 
significance of his own investigations. He recognizes the 
superiority of the American to the foreign standard of living, 
and draws many striking contrasts to illustrate it, but makes 
the common error of attributing this fact to the higher wage 
rates paid in this country, instead of the wages being the 
result of the superior standard of life. At any one time it is 
of course true that the income determines the expenditure, 
but if M. Levasseur’s economic vision had been a little clearer 
on this point and had penetrated beneath the surface instead 
of stopping there, he would have seen that the true relation 
which these facts sustain to each other in the progress of 
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society, as regards the ultimate determination of wage rates 
for different groups, countries and periods, is exactly the 
reverse. Nevertheless, most of M. Levasseur’s observations 
are sound, and certain portions of his article we regard as of 
great value. We make the following extracts: 

‘*The wages of American workingmen are higher than 
those of the workingmen of France, and even of England. 
This is a generally recognized fact. I have proved it. By an 
attentive study of wages in the workshops, factories and indus- 
trial establishments, having regard to the occupation and to 
the personal skill of the worker, to the diversity of these 
wages, and to the changes that have taken place in the rate of 
wages during the past fifty years, and especially since the War 
of the Rebellion, I have been led toconclude that $2 represent 
about the average of the daily wages of a man employed in in- 
dustrial pursuits during the years 1890 to 1893. The elements 
are too diverse and incomplete to obtain a true mathematical 
average, but this is the most probable estimate. Having 
established this figure, I checked it by taking 207 series of 
wages paid in July, 1891, which are printed in the great in- 
vestigation of prices and wages made under the direction of 
the Honorable Mr. Aldrich, and in calculating the general 
average of these series I found it to amount to $2.07. The 
estimate that I had made was thus confirmed. The average 
industrial wage in France does not go above § francs, and it 
does not, perhaps, exceed 5 shillings in England. 

‘*In order to understand the material condition of the 
workingman, we must inquire what are the habits of life and 
of consumption of the working class. The needs are not 
exactly the same in a hot country as inacold country, in a 
rich country as in a poor country, in one state of civilization 
as in another; it is clear, ¢. g., that our fathers had no desire 
to travel on a railroad seventy years ago, and that they spent 
less than we do on travel, although travel was then more ex- 
pensive. Wants arise and multiply with the possibility of 
satisfying them. I have often and long insisted upon the dis- 
tinction between the commercial power of money and what I 
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call the social power of money, the first corresponding to the 
amount of commodities which a sum of money will buy, the 
second to the sum of money which is necessary in order to 
maintain a certain social position. 

‘* It is a matter of dispute whether the average price of 
commodities has fallen or not, and, consequently, whether the 
commercial power of money has risen; it does not admit of 
doubt, that in all classes of society in America, as in Europe, 
people spend more money to-day than fifty years ago, in order 
to maintain their rank. This is because new wants have arisen 
and imposed themselves upon us, and each one thinks that he 
would lose his position if he did not make room for them in 
his budget; consequently, the social power of money has 
diminished, since we must spend more on penalty of degrada- 
tion. It would be a mistake to be alarmed at this change, 
which means an increase of well-being resulting from the 
general progress of wealth, . . . . 

‘* The American workingman spends more for his rent; 
but as he has generally a more comfortable lodging than the 
French workingman, the two rents do not represent equal 
enjoyments, and could not be properly compared in ascertain- 
ing the commercial power of money. 

‘* Without going into more details on this question I will 
confine myself to the statement that in my estimation a family 
of working people, in their ordinary consumption, obtain with 
a certain sum of money as much in America as in England, 
and probably more than in France. Now, since the com- 
mercial power of money is not less on the west than on the 
east of the Atlantic, it follows that the working class gets 
all the benefit of the larger pay that it receives, and that the 
real wages of the American stands in the same ratio to those 
of the Englishman or the Frenchman as his nominal wages. 

‘*The American workingman also spends more on his 
clothing relatively, than the Frenchman. I attribute this 
difference to several causes: first, the higher wages, which 
give him the means of spending; secondly, the strong demo- 
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cratic spirit of Americans, which incites the workingman to 
dress himself like the business man; finally, the coquetry of 
the young girls, whom the desire to get married, added to 
their great independence, tempts to adorn themselves. In 
the budget which I have studied, the clothing covered from 
II to 23 per cent of the total expenditure, with an average of 
about $100. In general a bachelor contributes less to this 
rubric than a family. However great the economical inten- 
tions of the wife, the figure increases with the number of 
children. The young girl spends proportionately more money 
on it than the young man; the shop girl more than the fac- 
tory hand. The workingman does not see why, when he has 
left the workshop, he should dress differently from his em- 
ployer, and, in point of fact, it is difficult to distinguish one 
from the other, except, perhaps, by the quality of the ma- 
terial and the cut. Working girls also tend to dress like the 
girls of the middle classes; they do not succeed quite as 
easily, but they wear, like these, dresses and ribbons of silk, 
hats decorated in no less profusion, gloves and sunshades. In 
1893, I landed on a Sunday, and I went to take a walk in Cen- 
tral Park. During my first journey in 1876, I had been 
struck with the elegant distinction with which the women of 
New York dressed. I looked again at these toilets, and I did 
not see the same elegance, and when I remarked upon this to 
the lady who was walking with me, she replied: ‘Do you 
not see that this is Sunday, and that these are mainly work- 
ing girls and maids who are walking in the park?’ An Eng- 
lishman who has made a profound study of American life, 
Mr. Bryce, was deceived as I was; he was at first surprised to 
see in the trains in the far West no women but those who 
seemed to belong to what one calls in Europe the middle 
class, and he added: ‘ A more careful observation showed me 
that these were the wives, the daughters, and the sisters of 
workingmen.” . . . . 

‘*T have visited lodgings occupied by workingmen. They 
differ according to the wages of the family and the care of the 
inhabitants. All had several rooms. If there are families who 
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have but a single room—lI know that there are some, though 
I did not have the opportunity of seeing any myself, except- 
ing once at Boston—there are also frequently lodgings of from 
five to six rooms and more, and I think that I am speaking 
within bounds when I give as the general average, including 
cities, suburbs and country places, four rooms for the lodg- 
ings of American workingmen, and $8 monthly rent, not in- 
cluding the states of the South. , 

‘*All in all, the workingman spends more in America than 
on the European continent, and he needs to spend more in 
order to keep up to the level of his position. At Philadelphia 
a designer, a sensible man born in Europe and married to an 
American woman, told me, in showing me his parlor: ‘ I have 
paid $65 for the furniture. This is too much for me; but I 
had to do it for my wife and my friends.” In this way one 
may say, ‘ the cost of living of the workingman is expensive 
in the United States,’ but to be exact we should add: ‘It is 
expensive because the workingman is accustomed to live with 
greater comfort, and because the social power of money in the 
United States is less for the working class than in any country 
of the continent of Europe, even than in England.’ 

‘* The life of the workingman is broader in America than 
in Europe. His well-being shows itself in the expenditure of 
a larger sum under almost all the heads of his budget—by a 
dietary, which, if not more varied, is at least more abundant 
and substantial; by the luxury of his dress, by the comforts 
of his dwelling, by the amount expended on trade associations 
and savings, on travel, on moral needs and amusements: on 
the other hand, by the proportional amount charged to each 
of these heads, food absorbing hardly one-half of his income, 
while it absorbs three-fifths in other countries. If he occa- 
sionally wastes, this is a fault which comes from a lack of 
education; but to carry the amount of his consumption to the 
level of his earnings, is his right, and if in one way or another 
he saves, he cannot be charged with prodigality. 

‘* It is true that the cost of living of the American work- 
ingman is dear. Indeed, the social power of money is less 
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for him than for the European; that means that he has more 
needs to satisfy in order to live like his peers and to maintain 
the social position in which he is placed. His wants being 
more numerous, he requires more money. If an accident, 
such as a reduction of wages or lack of work, temporarily 
obliges him to retrench, he suffers from the privation, as peo- 
ple suffer in all classes of society from a diminution of their 
comfort, and he thinks himself miserable. With five francs a 
day a French workingman is in ease; with $1 the American is 
pinched . . .. . 

‘*A man lives on wealth, and if wealth is not the ideal 
—indeed, if it is far from being the sole practical end which 
mankind pursues—it is, nevertheless, the condition of his 
material life, and it greatly aids the development of his moral 
life. Comfort is of value by itself, independently of the 
superficial pleasure which it procures, and it is all the more 
important for humanity, as well as for politics, that it should 
descend into the lower social strata, where there is always 
much discomfort, privation and misery, and that it should 
improve the condition of the iess fortunate masses who earn 
their daily bread by their daily labor, always exposed, what- 
ever may be the rate of their wages, to be deprived of them 
by economic accidents, like lack of work, or by physical 
accidents, like sickness. The three-fold progress of nominal 
wages, real wages, and of the general wealth of a country 
shows itself in a diminution of the social power of money, which 
is not confined to America. I have proved it, and I have tried 
to estimate it for France in my work on the French population. 

‘‘ The improvement is due, on the one hand, to the pro- 
gress of agriculture and manufactures; on the other hand, to 
the productivity of the workingman armed with a more power- 
ful instrument, to the abundance of capital, to the demand 
for labor, to the development of education, and to the cor- 
porate organization of the laborers. Sir Robert Giffin and 
other economists have established this for England, and re- 
cently the Royal Commission on Labor emphasized it as the 
last conclusion of its final report.” 
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The Indianapolis Monetary Convention. 


It has long been a matter of some surprise and discour- 
agement that the bankers of the country have not taken a 
more intelligent interest in the reform of our banking system. 
For twenty years they have exhibited an almost unaccount- 
able indifference to the crude and crazy-quilt features of our 
banking and currency institutions. It almost seemed as if 
American bankers were possessed only of the mere shopkeep- 
ers’ spirit regarding financial institutions. 

The discontent with the working of our monetary institu- 
tions, and the clumsy, inadequate facilities for credit accom- 
modations, especially in the South and West, culminating -in 
the demand for free silver, appears to have awakened them to 
a realizing sense of the situation. The recent convention in 
Indianapolis is a wholesome first step in the direction of the 
much needed banking reform. Theconvention was somewhat 
disappointing in its practical outcome, nevertheless it is a good 
beginning, and its platform, which we print in full below, an- 
nounces some sound doctrine on the subject: 


’ THE PLATFORM. 


First. —That the present gold standard should be main- 
tained. 

Second.—That steps should be taken to insure the ulti- 
mate retirement of all classes of United States notes by a 
gradual and steady process, and so as to avoid injurious con- 
traction of the currency or disturbance of the business inter- 
ests of the country, and that until such retirement provisions 
should be made for a separation of the revenue and note issue 
departments of the Treasury. 

Third.—That a banking system be provided which should 
furnish credit facilities to every portion of the country and a 
safe and elastic circulation, and especially with a view of se- 
curing such a distribution of the loanable capital of the coun- 
try as will tend to equalize the rates of interest in all parts 
thereof. For the purpose of effectively promoting the above 
objects, 
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Resolved, That fifteen members of this convention be ap- 
pointed by the chairman to act as an Executive Committee 
while this convention is not in session, with full powers of this 
convention. The Executive Committee shall have the power 
to increase its membership to any number not exceeding forty- 
five, and five members thereof shall at all times constitute a 
quorum of said committee. 

The Executive Committee shall have special charge of the 
solicitation, receipt and disbursements of contributions volun- 
tarily made for all purposes; shall have power to call this con- 
vention together when and where it may seem best to said 
committee to do so, and said committee shall continue in office 
with power to fill vacancies until discharged at a future meet- 
ing of this convention. 

Resolved, That it shall be the duty of this Executive Com- 
mittee to endeavor to procure at the special session of Con- 
gress, which it is understood will be called in March next, 
legislation calling for the appointment of a monetary commis- 
sion by the President to consider the entire question and to 
report to Congress at the earliest day possible. 

Or, failing to secure the above legislation, they are hereby 
authorized and empowered to select a commission of eleven 
members, according to the rules and plans set forth in the sug- 
gestions submitted to the convention by Mr. Hannaof Indian- 
apolis, as follows: 

ARTICLE I.—The commission shall consist of eleven 
members to be named by the Executive Committee appointed 
by this convention. The Executive Committee shall have 
power to fill vacancies in the commission as they occur. 

ARTICLE II.—The first meeting of the commission shall 
be held at a time and place to be designated by the Executive 
Committee of this convention in a call to be issued therefor; 
and, at such meeting, the commission shall organize by the 
election of such officers and the adoption of such rules and 
by-laws for its own government as may be agreed by a major- 
ity of its members; and thereafter it shall be governed by 
such rules and by-laws, subject to these articles. 
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ARTICLE III.—All rules and by-laws of this commission 
and all its proceedings shall be directed toward the accom- 
plishment of the objects of its creation, which is to make a 
thorough investigation of the monetary affairs and needs of 
this country, in all relations and aspects, and to make appro- 
priate suggestions as to any evils found to exist, and the 
remedies therefor; and no limit is placed on the scope of 
such inquiry, or the manner of conducting the same, except- 
ing only that the expenses thereof shall not exceed the sums 
set apart for such purposes by the Executive Committee. 

ARTICLE IV.—The Executive Committee of this con- 
vention shall use so much of the voluntary contributions made 
to it as may be available for that purpose, to defray all neces- 
sary expenses of the commission, and shall notify the com- 
mission from time to time of the amount so available, in order 
that it may regulate its expenditures accordingly, and no lia- 
bility shall attach to said committee or to this convention be- 
yond the amount so notified. 

ARTICLE V.—When the labors of this commission have 
been completed so far as practicable, the Executive Committee 
shall issue a call to bring this convention together again at a 
time and place designated in such call, and at the meeting so 
convened the commission shall make report of its doings and 
suggestions in such manner and form as it shall deem best 
adapted to present the same to this convention and its mem- 
bers for action; and if the action is deemed advisable shall 
accompany such report with a draft of such bill or bills pro- 
viding for such legislation. 

Resolved, That all resolutions and communications as to 
methods of currency reforms which have been presented to 
this convention be referred to such commission when formed. 

The third plank is worthy of special emphasis. It asks 
‘* That a banking system be provided which should furnish 
creait facilities to every portion of the country, and a safe and 
elastic circulation, and especially with a view of securing such 
a distribution of the loanable capital of the country as will tend 
to equalize the rates of interest in all parts thereof.” 
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This statement embodies the essential features to be 
obtained by a sound system of banking. If the Convention 
had done nothing more than make this declaration, it would 
have been well worth the effort. If the banking interests 
throughout the country should become approximately united 
in the demand for a banking system, which should furnish in 
practice these qualities, there would really be little difficulty 
in obtaining a good banking law from the next Congress. 

It is to be regretted, however, that a convention which 
could make such a creditable declaration as this, should have 
adjourned without doing something to render practical aid to 
Congress in giving us immediate legislation upon the subject. 

The appointment of a commission to investigate the sub- 
ject, partakes more of an educational than of a legislative char- 
acter. It is to be hoped, however, that the commission 
appointed by the convention will be more practical than was 
the convention itself, and report at an early day a working 
scheme to be submitted to Congress when it meets in extra 
session in March. 

If the commission will take the present national banking 
system forits basis, and eliminate from it the bond basis of 
note issue, and introduce a feature by which the banks (with- 
out detriment to themselves) shall take charge of the retire- 
ment of the greenbacks, replacing them by banknotes, subject 
to current coin redemption; and provide for utilizing the 
clearing houses as redemption centers, and the development 
of the branch bank system; close up the wasteful sub-treasury 
and provide for placing the Government funds on deposit with 
the banks, we shall be on the high road to a sound, efficient 
and self-working banking system, into which all the state 
banks would gladly enter, and so avoid the necessity of the 
ten per cent tax on the state bank circulation. 

It cannot be expected in the present state of the pub- 
lic mind in this country, surcharged as it is with suspicion 
and distrust, that an ideal banking system can be organized; 
but by the elimination of the crude handicapping features from 
our present monetary system, such as the retirement of all 
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Government notes and legal tender paper money, and the 
removal of the bond security for circulation, substituting bank 
notes for Government notes, and business assets for Govern- 
ment promises as security, we may reduce our crazy-quilt sys- 
tem to a workable basis, and accomplish the two things 
supremely needed in our public finances, viz.: the withdrawal 
of the Government from banking, and the furnishing of a 
safe and elastic currency whose volume shali respond to the 
ever varying needs of the business of the country. 





The Convict Labor Problem. 


In the October number of this magazine we gave a 
synopsis of a recent report made by the United States Com- 
missioner of Labor, on the subject of convict labor. From 
this report it appeared that the total value of goods produced 
or work done by convicts in all penal institutions of the 
grade of state penitentiaries or prisons throughout the 
country, was $24,271,078.39 in 1885 and $19,042,472.33 in 
1895, a decrease of $5,228,606.06. The product of prisons 
of lesser grades being relatively insignificant ($4,482,921 in 
1885) no investigations of these prisons was made in 1895, 
and the above totals refer to the higher grades of institutions 
only, in each period. 

It was also shown that while the total number of convicts 
employed in productive labor throughout the country had 
increased from 30,853 in 1885 to 38,415 in 1895, the class of 
work done had been undergoing a change in the direction of 
occupations less calculated to interfere with free labor, such 
as farming, work on prison buildings, etc. Legislation also, 
in the last ten years, has distinctly tended towards either 
complete abolition of the contract system, or substitution for 
it of less objectionable methods, such as the public account 
system, with various restrictions as to the use of machinery, 
number of convicts in any one industry, and minimum price 
of products. Finally, the Commissioner’s report showed that 
only a small portion of the $19,000,000 product in 1895 
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actually represented convict labor, probably not more than 
$2,500,000, all the rest being chargeable to raw materials. 
In 1885 the ratio was as $1 of convict labor wages to $8.19 
of finished product, the aggregate of convict wages in that 
year, in all institutions, being $3,512,970. 

Our concluding comment upon the subject was as fol- 
lows: 

‘* Looked at in the light of these statistics, the convict 
labor problem, while perplexing, can hardly be considered one 
of alarming magnitude, or as constituting any great menace to 
the free labor of the country. Nevertheless, labor unions do 
well to keep a sharp eye out on the subject, and create a public 
opinion that shall not permit convicts to injure honest 
labor.” 

This conclusion has since been subjected to some criti- 
cism by friends of the anti-convict-labor movement, who have 
seemed to interpret it, erroneously, as a quasi-endorsement of 
the convict labor system, when kept within reasonable limits. 
It is true that common humanity and the public welfare are 
opposed to the policy of locking convicts up in cells and leav- 
ing them in total idleness to serve out long sentences, at the 
end of which they are fit only to be transferred to insane asy- 
lums. It is also true that while all able-bodied convicts ought 
to be kept healthfully and advantageously employed at some 
sort of work, their labor should be so directed as to offer the 
least possible amount of competition with the honest free labor 
of the community. Public policy ought always to be directed 
towards stimulating the forces which make for high wages, 
and never towards the encouragement of inferior low-wage 
elements in the labor market. In line with this idea we re- 
marked in the October article referred to, that ‘‘ the state can 
hardly afford to assist its criminal class at the expense of free 
workingmen.” 

Our position was simply that in the light of the Commis- 
sioner’s figures the convict labor problem could not be con- 
sidered one of alarming magnitude, or as constituting any 
great menace to the free labor of the country. This conclu- 
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sion is certainly justified by the fact that the convict labor 
product declined from over $24,000,000 in 1885 to $19,000,- 
000 in 1895, and also by the fact that $2,500,000, the esti- 
mated total of convict labor wages in 1895, is but a little over 
one-tenth of one per cent of the total wages paid in all our 
manufacturing industries in 1890. What this problem might 
become if neglected, or whether the small competition now 
existing ought to be permitted to continue, are entirely differ- 
ent questions. In our opinion it would be better to have 
convicts employed only in making the supplies required for 
their own maintenance, or on certain classes of public works, 
which would otherwise have to be paid for out of public taxa- 
tion, such as prison repairs, forest improvement, and road 
making. Chain gangs, however, should not be tolerated. 

It is true, as one of our correspondents suggests, that 
the mere quantity of low-priced goods offered is not always a 
conclusive indication of what the effect will be upon the mar- 
ket. If convict labor, or some considerable portion of it, is 
concentrated in one line of industry, whose products have not 
an extremely large market, it is quite possible that the result 
would be the crowding out of some of the dearest producers, 
while the knowledge that convict-made products were in the 
field would no doubt have a demoralizing effect upon the 
whole market in that line of goods. This seems to have been 
the situation with reference to various instances submitted to 
us through a representative of a certain Anti-Convict-Labor 
Association. All the cases relate to the ‘‘ hollow ware” in- 
dustry, a branch of the hardware trade, including stoves, ket- 
tles, plumbing goods, etc. Two New Jersey firms, two in 
Pennsylvania and one in Wisconsin report having had to re- 
strict operations and discharge hands within the last few years 
on account of inability to compete with convict labor. To 
the extent to which this has actually occurred, it is, of course, 
to be regretted, and the interests affected are right in agitat- 
ing against the presence of this class of competition. At the 
same time it must be remembered that many other depressing 
influences have been at work within the last few years of in- 
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dustrial stagnation and financial panic, tending to reduce con- 
sumption and ruin profitable industry in almost every direc- 
tion, so that it is highly improbable that all the trouble in the 
hollow ware business has been the result of this one factor of 
convict labor competition. Indeed, upon investigation of 
the facts in the Commissioner’s report, it appears that the 
total value of hollow ware produced by convict labor in the 
United States, instead of having greatly increased, as the above 
reports seem to imply, was actually less in 1895 than in 1885. 

In 1885, goods coming under the head of ‘‘ hollow 
ware,’’ were made by convicts in New York, Illinois, Mary- 
land, Ohio and Oregon; and in 1895, in New York, Illinois, 
Indiana, Nebraska, Maryland, Oregon, Tennessee and Texas. 

Indiana does not appear in the 1885 list, nor Ohio in the 
list for 1895. In Indiana, however, in 1885, convicts pro- 
duced $390,000 worth of goods classed as ‘‘ Hardware, fancy,” 
and in Ohio, in 1895, there was a product of ‘‘ Hardware, 
wagon and foundry work,” valued at $101,735.60. It is quite 


possible that a certain proportion of hollow ware was included 
in both these statements, and in order to make the compari- 
son as complete as possible, we will assume that one-third of 
each of the above items consisted of hollow ware, which would 
give $130,000 for Indiana in 185, and $34,000 for Ohio in 
1895. The figures for the other states apply definitely to 
hollow ware, and the total record is as follows: 





1885 1895 





$120,000 00 $60,000 00 
128,367 40 
183,364 50 
120,000 00 

2,796 00 
34,000 00 
36,376 21 
45,000 00 
23,701 37 


$703,988 00 $632,605 48 














From this it appears that the total value of convict-made 
hollow ware was some $70,000 less in 1895 than in 1885. 
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Whether more complete figures would sustain this or not, it 
is apparent that the convict labor product in this industry 
has at least shown no appreciable increase during the last 
decade. Illinois, Indiana and Tennessee are the only states 
in which decided increases occur, and in each of these states 
there was a great falling off in the total of a// goods produced 
by convict labor in 1895, as compared with 1885. Thus, in 
Illinois, while the increase in the hollow ware product was 
$118,367.40, there was a decrease in the total convict labor 
output amounting to $1,976,459.38; in Indiana the hollow 
ware increase of $53,364.50 was 1,325 per cent less than the 
aggregate decrease for all products of $760,880.19; while in 
Tennessee, though $45,000 worth of hollow ware was made 
in 1895 and none in 1885, the total of all convict-made goods 
was $461,700 less in 1895 than 1885. The aggregate value 
of all convict labor products in each of the above nine states 
in the two periods under consideration, was as follows: 








1885 1895 





$5,533,432 48 $2,708,513 93 
3,005,000 00 1,028,540 62 
1,568,301 07 807,420 88 

395,000 00 680,000 00 
148,000 00 72,436 25 
967,462 51 732,172 18 
120,000 00 
1,142,000 00 
652,742 00 1,864,015 28 











$13,531,938 06 $8,617,432 47 








That is to say, in all these states which have been com- 
plained of by the hollow ware manufacturers, there has been 
a decrease of 37 per cent since 1885 in the total of all goods 
produced by convict labor; and it is, of course, this aggregate 
tendency which interests the business community at large, 
rather than the experience of isolated trades. We call atten- 
tion to these facts, not to justify whatever bad effect con- 
vict labor competition may have had upon the hollow ware or 
any other industry, but simply to indicate the correctness of 
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the position before taken, namely, that the evil is not on the 
increase. 

It should also be noted that the constitutional prohibition 
of convict labor in New York state went into effect on Janu- 
ary Ist of this year. As the New York product was by far 
the largest in the list, both in 1885 and 1895, it will be seen 
at once what an important additional reduction in convict 
labor competition this prohibition will effect. Of course, it is 
not proposed to leave the convicts in idleness. They will be 
employed in making prison supplies, enlarging and improving 
prison quarters, breaking stone for public roads, and so on. 
Under the head of prison supplies would come all such occu- 
pations as making boots and shoes, cloth and clothing, tile 
and matting, canning fruit, etc., so that possibly enough work 
can be provided to keep all the convicts employed. Governor 
Black, also, in his message to the Legislature, suggests that 
convicts be employed in making supplies for the state hospitals 
and charitable institutions. The Superintendent of State 
Prisons, Gen. Austin Lathrop, in a recent interview, ex- 
pressed the belief that under the new constitution sufficient 
work can be provided for the convicts, though several weeks 
might be required to adjust the prisons to the new order of 
things. 

Such an arrangement as this, if adopted in all the states, 
would put an end to whatever injurious effect convict labor 
competition may be exerting on free labor in special indus- 
tries, and at the same time would keep the prisoners properly 
employed in healthful and useful work. We believe that 
prison legislation throughout the country ought to tend in 
this direction. We have no quarrel whatever with the work 
of the various Anti-Convict-Labor Associations which have 
been mentioned by our correspondents, but on the contrary 
are glad to call their attention to the fact that on the face of 
the Commissioner’s report their efforts have been more success- 
ful than they themselves seem to think. 





[ February, 


Anglo-American Arbitration Treaty. 

The general arbitration treaty just concluded between 
Great Britain and the United States, is such an important 
landmark in civilization, that we print below the full text of 
the treaty as signed by the representatives of the two govern- 
ments: 

The United States of America and her Majesty the 
Queen of the United Kingdom of Great Britain and Ireland, 
being desirous of consolidating the relations of amity whichso 
happily exist between them, and of consecrating by treaty the 
principle of international arbitration, have appointed for that 
purpose, as their respective plenipotentiaries : 

The President of the United States of America, the Hon- 
orable Richard Olney, Secretary of State of the United States, 
and Her Majesty, the Queen of the United Kingdom of Great 
Britain and Ireland, the Right Honorable Sir Julian Paunce- 
fote, a member of Her Majesty’s most honorable Privy Coun 
cil, Knight Grand Cross of the Most Honorable Order of the 
Bath and of the Most Distinguished Order of St. Michael and 
St. George, and Her Majesty’s Ambassador Extraordinary 
and Plenipotentiary to the United States, who, after having 
communicated to each other their respective full powers, 
which were found to be in due and proper form, have agreed 
to and concluded the following articles: 

ARTICLE I.—The high contracting parties agree to sub- 
mit to arbitration in accordance with the provisions and subject 
to the limitations of this treaty all questions in difference be- 
tween them which they may fail to adjust by diplomatic nego- 
tiation. 

ARTICLE II.—AIl pecuniary claims or groups of pecuni- 
ary claims which do not in the aggregate exceed £100,000 in 
amount, and which do not involve the determination of terri- 
torial claims, shall be dealt with and decided by an arbitral tri- 
bunal, constituted as provided in the next following article. In 
this article and in Article IV. the words ‘‘ groups of pecuniary 
claims,” mean pecuniary claims by one or more persons aris- 
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ing out of the same transactions, or involving the same issues 
of law and of fact. 

ARTICLE III.—Each of the high contracting parties 
shall nominate one arbitrator, who shall be a jurist of repute, 
and the two arbitrators so named shall within two months of 
the date of their nomination select an umpire. In case they 
shall fail to do so within the limit of time above mentioned, 
the umpire shall be appointed by agreement between the mem- 
bers for the time being of the Supreme Court of the United 
States and the members for the time being of the judicial com- 
mittee of the Privy Council in Great Britain, each nominating 
body acting by a majority. In case they shall fail to agree 
upon an umpire within three months of the date of an appli- 
cation made to them in that behalf by the high contracting 
parties or either of them, the umpire shall be selected in the 
manner provided for in Article X. The person so selected 
shall be the President of the tribunal, and the award of the 
majority of the members thereof shall be final. 

ARTICLE IV.—AIll pecuniary claims or groups of pecuni- 
ary claims which shall exceed £100,000 in amount, and all 
other matters in difference in respect of which either of the 
high contracting parties shall have rights against the other 
under treaty or otherwise-——-provided that such matters in 
difference do not involve the determination of territorial claims 
—shall be dealt with and decided by an arbitral tribunal, con- 
stituted as provided in the next following article. 

ARTICLE V.—Any subject of arbitration described in Arti- 
cle IV. shall be submitted to the tribunal provided for by Ar- 
ticle III., the award of which tribunal, if unanimous, shall be 
final. If not unanimous, either of the contracting parties may 
within six months from date of the award demand a review 
thereof. In such case the matter in controversy shall be sub- 
mitted to an arbitral tribunal consisting of five jurists of repute, 
no one of whom shall have been a member of the tribunal 
whose award is to be reviewed, and who shall be selected as 
follows, viz.: Two by each of the highcontracting parties and 
one, to act as umpire, by the four thus nominated, and to be 
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chosen within three months after the date of their nomination. 
In case they fail to choose an umpire within the limit of time 
above mentioned, the umpire shall be appointed by agreement 
between the nominating bodies designated in Article III., act- 
ing in the manner therein provided. In case they fail to agree 
upon an umpire within three months of the date of an appli- 
cation made to them in that behalf by the high contracting 
parties, or either of them, the umpire shall be selected in the 
manner provided for in Article X. 

The person so selected shall be the President of the tri- 
bunal, and the award of the majority of the members thereof 
shall be final. 

ARTICLE VI.—A controversy which shall involve the de- 
termination of territorial claims shall be submitted to a tribunal 
composed of six members, three of whom—subject to the 
provisions of Article VIII.—shall be Judges of the Supreme 
Court of the United States, or Justices of the Circuit Courts, 
to be named by the President of the United States, and the 
other three of whom—subject to the provisions of Article 
VIII.—shall be Judges of the British Supreme Court of Judi- 
cature, or members of the judicial committee of the Privy 
Council, to be nominated by Her Britannic Majesty, whose 
award by a majority of not less than five to one shall be final. 
In case of an award made by less than the prescribed majority, 
the award shall also be final, unless either Power shall within 
three months after the award has been reported protest that 
the same is erroneous, in which case the award shall be of no 
validity. 

In the event of an award made by less than the prescribed 
majority and protested as above provided, or if the members 
of the arbitral tribunal shall be equally divided, there shall be 
no recourse to hostile measures of any description until the 
mediation of one or more friendly Powers has been invited by 
one or both of the high contracting parties. 

ARTICLE VII.—Objections to the jurisdiction of an arbi- 
tral tribunal constituted under this treaty shall not be taken 
except as provided in this article. If before the close of the 
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hearing upon a claim submitted to an arbitral tribunal, consti- 
tuted under Article III. or Article V., either of the high con- 
tracting parties shall move such tribunal to decide, and there- 
upon it shall decide that the determination of such claim 
necessarily involves the decision of a disputed question of prin- 
ciple of grave general importance affecting the national rights 
of such party as distinguished from the private rights whereof 
it is merely the international representative, the jurisdiction 
of such arbitral tribunal over such claim shall cease, and the 
same shall be dealt with by arbitration, under Article VI. 

ARTICLE VIII.—In cases where the question involved is 
one which concerns a particular state or territory of the United 
States, it shall be open to the President of the United States 
to appoint a judicial officer of such state or territory to be one 
of the arbitrators, under Article III., or Article V., or Article 
VI. In like manner, in cases where the question involved is 
one which concerns a British colony or possession, it shall be 
open to Her Britannic Majesty to appoint a judicial officer of 
such colony or possession to be one of the arbitrators, under 
Article III., or Article V., or Article VI. 

ARTICLE IX.—Territorial claims include all other claims 
involving questions of servitude, rights of navigation and of 
access, fisheries, and all rights and interests necessary to the 
control and enjoyment of the territory claimed by either of 
the high contracting parties. 

ARTICLE X.—If in any case the nominating bodies 
designated in Articles III. and V. shall fail to agree upon an 
umpire in accordance with the provisions of said article, the 
umpire shall be appointed by His Majesty the King of 
Sweden and Norway. Either of the high contracting parties, 
however, may at any time give notice to the other that, by 
reason of material changes in conditions as existing at the 
date of this treaty, it is of the opinion that a substitute for 
His Majesty should be chosen, either for all cases to arise un- 
der the treaty or for a particular specified case already arisen, 
and thereupon the high contracting parties shall at once pro- 
ceed to agree upon such substitute to act either in all cases 
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to arise under the treaty or in the particular case specified, as 
may be indicated in said notice; provided, however, that such 
notice shall have no effect upon an arbitration already begun 
by the constitution of an arbitral tribunal under Article ITI. 
The high contracting parties shall at once proceed to nom- 
inate a substitute for His Majesty in the event that His 
Majesty shall at any time notify them of his desire to be re- 
lieved from the functions graciously accepted by him under 
this treaty, either for all cases to arise thereunder or for any 
particular specified case already arisen. 

ARTICLE XI.—lIn case of the death, absence, or inca- 
pacity to serve of any arbitrator or umpire, or in the event 
of any arbitrator or umpire omitting or declining or ceasing 
to act as such, another arbitrator or umpire shall be forthwith 
appointed in his place and stead in the manner provided for 
with regard to the original appointment. 

ARTICLE XII.—Each government shall pay its own 
agent and provide for the proper remuneration of the counsel 
employed by it, and of the arbitrators appointed by it, and 
for the expense of preparing and submitting its case to the 
arbitral tribunal. All other expenses connected with any 
arbitration shall be defrayed by the two governments in equal 
moieties. Provided, however, that if in any case the essential 
matter of difference submitted to arbitration is the right of 
one of the high contracting parties to receive disavowals of, 
or apologies for, acts or defaults of the other not resulting in 
substantial or pecuniary injury, the arbitral tribunal finally 
disposing of the said matter shall direct whether any of the 
expenses of the successful party shall be borne by the unsuc- 
cessful party, and, if so, to what extent. 

ARTICLE XIII.—The time and place of meeting of an 
arbitral tribunal, and all arrangements for the hearing and all 
questions of procedure shall be decided by the tribunal itself. 
Each arbitral tribunal shall keep a correct record of its pro- 
ceedings, and may appoint and employ all necessary officers 
and agents. The decision of the tribunal shall, if possible, be 
made within three months from the close of the arguments on 
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both sides. It shall be made in writing and dated, and shall 
be signed by the arbitrators who may assent to it. The deci- 
sion shall be in duplicate, and one copy thereof shall be deliv- 
ered to each of the high contracting parties through their 
respective agents. 

ARTICLE XIV.—This treaty shall remain in force for five 
years from the date at which it shall come into operation, and 
further until the expiration of twelve months after either of 
the high contracting parties shall have given notice to the 
other of its wish to terminate the same. 

ARTICLE XV.—The present treaty shall be duly ratified 
by the President of the United States, by and with the advice 
and consent of ‘the Senate thereof, and by Her Britannic 
Majesty, and the mutual exchange of ratifications shall take 
place in Washington or in London within six months of the 
date thereof, or earlier if possible. 

In faith whereof we, the respective Plenipotentiaries, 
have signed this treaty, and have hereunto affixed our seals. 

Done in duplicate, at Washington, the 11th day of 
January, 1897. 

RICHARD OLNEY. 
JULIAN PAUNCEFOTE. 
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Editorial Crucible. 


THE REPUBLICAN party in this state is evidently becom- 
ing Bryanized. Instead of rising to the plane of statesman- 
ship, and filling the function of real leaders of public opinion, 
our Albany legislators are seemingly adopting the Nebraskan 
method of catering to the most inflamed anti-capital class feel- 
ing. Mr. Bryan found that an appeal to the ignorant portion of 
his audiences against capital and successful enterprises, called 
forth the greatest applause, and the Republican legislature in 
this state is apparently bidding high for the same kind of popu- 
larity. The price it offers is a general legislative attack on 
corporations in this state. Whether the scheme to investigate 
trusts, inaugurated by Mr. Lexow, is a plan to blackmail cor- 
porations by exacting a high price for the suppression of injur- 
ious legislation, or an attempt to placate the populistic senti- 
ment aroused by the Bryan campaign, it is equally dishonora- 
ble. If the Republican party can find nothing better to do 
than imitate the worst methods of the worst element of the 


Democratic party, it had better retire from business. 


THE BILL restricting immigration has finally passed 
the Conference Committee of House and Senate, and will, 
therefore, probably become law. The chief restrictive feature 
of the bill is an educational test, which provides that all im- 
migrants shall be able to read and write, in some language, at 
least any five lines of the Constitution of the United States, that 
may be presented; the immigrant to designate the language 
in which the test shall be made. Of course, this will afford 
some restriction to immigration, and it will probably operate 
most on the immigrants from Russia, Italy, and the more 
backward Continental countries. Without question it will be 
beneficial, but the educational test is wholly inadequate tothe 
needs of the case at the present time. We should have a law 
practically shutting off immigration for five years, then have 
an economic as well as educational test, for at least twenty- 
five years more. The economic test should consist of requir- 
ing the immigrant, on landing, to possess at least one year’s 





1897. | EpiToriaAL CRUuCIBLE. 127 


American wages in the trade at which he expects to work. 
However, the present bill is better than nothing, except that 
it postpones a more efficient treatment of the subject. 


WE PUBLISH in this number the full text of the arbi- 
tration treaty between Great Britain and the United States, 
as signed by Richard Olney and Julian Pauncefote. Although 
a show of opposition to the treaty is being made by the 
Senate, there is every probability that it will be confirmed. 
It is proper, however, that the Senate should be sufficiently 
critical to insure that nothing of vital importance to this coun- 
try is surrendered. As, for instance, the principle of the 
**Monroe Doctrine,” and the right to construct and control 
the Nicaragua Canal. Besides exhibiting bad taste, it will be 
a mistake for the Senate to act on the assumption that Eng- 
land is trying totrickus. There is no doubt that the English 
sentiment on this subject is genuine, and that public opinion 
in favor of international arbitration is much stronger there 
than in the United States. This treaty is the most important 
step yet taken towards establishing a peaceful means of 
settling international controversies. If it proves to work 
successfully between England and the United States, the two 
most advanced and most powerful nations in the world, much 
will have been accomplished toward the ultimate overthrow 
of militarism, and the substitution of industrialism as the 
means of carrying civilization to the more backward portions 
of the human race. 


THE Evening Post rebukes Senator Lodge for venturing 
a word in defense of the United States Senate, of which he is 
a member. It thinks that for a member of the Senate to de- 
fend that body is like an individual expressing a good opinion 
of himself. This may seem smart to the Evening Post, but it 
is not true. A member of the Senate, if he is a capable, fair- 
minded man, is in the best of all positions to know the real 
condition of the Senate. To assume that only those who are 
far removed from the Senate are competent to form a correct 





128 Gunton’s MaGAZINE. [ February, 


judgment of it, is equal to saying that those who know the 
least about a subject, are best qualified to discuss it. Upon 
this principle, the Evening Post is wholly incompetent to dis- 
cuss anything connected with journalism. 

Is it nota little too exacting upon the intellectual and 
moral resources of the human race for the Post to demand 
that a body composed of nearly a hundred members shall be 
measured by the high ideak standard fixed by the present ad- 
ministration? It has taken civilization ages upon ages to 
evolve the Cleveland species of statesman; and in the myriad 
of centuries, it has yet produced only one specimen. 


IT IS GRATIFYING to note that the principle of labor in- 
surance is making progress in this country. Several large 
corporations, notably the Illinois Central Railroad Company, 
are showing a disposition to introduce some provision by 
which the laborer’s condition shall be improved. The A meri- 
can Journal of Sociology for January contains an article by 
Paul Monroe upon ‘‘ An American System of Labor Pensions 


and Insurance.” It reviews briefly the German experience, 
and points out the defects of governmental aid in this direc- 
tion. Mr. Monroe finally comes to the method of insurance 
evolved by Mr. Alfred Dolge, Dolgeville, N. Y., which he 
finds to be the most feasible and satisfactory of any system of 
insurance for wage-workers yet adopted. This is undoubtedly 
true. Mr. Dolge’s system has been in operation now some 
twenty-eight years, and has been found to improve in effec- 
tiveness as the number to whom it applies increases. It un- 
doubtedly contains the foundation upon which a thoroughly 
feasible and national system of insurance for wage-workers can 
be constructed. 

This is one of the problems that should occupy the at- 
tention of our statesmen in the immediate future. The labor 
question is assuming serious proportions in this country; one 
of the means of contributing to its permanent solution is the 
adoption of the national system of labor insurance, which will 
remove from the wage-worker the nightmare of destitution, 
when his economic efficiency begins to decline. 
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IN A VERY able editorial discussing ‘‘ Japanese Currency 
Commission,” the Journal of Commerce says: ‘‘ By whatever 
test may be applied, this country never knew a period more 
prosperous on the whole than that from the resumption of 
gold payments in 1879 till the overthrow of the gold standard 
was threatened in 1893.” Of course, this statement is in- 
tended to convey the idea that the cause of the panic of 1893 
and its subsequent effect on the country, was the threatened 
overthrow of the gold standard, which is simply shocking. 

It is true that this country never knew a period more 
prosperous on the whole than that from the resumption of 
gold payments in 1879 until the close of 1892. But how can 
the Journal of Commerce say that this prosperity was de- 
stroyed by the threatened overthrow of the gold standard? It 
is generally supposed that the great event which occurred in 
the fall of 1892 was the election of Grover Cleveland. Was 
that a threat to overthrow the gold standard? Previous to his 
election there had been no formidable attack upon the gold 
standard. 

The agitation for free silver did not assume any threat- 
ening aspects until long after the panic of 1893. But as 
the Journal of Commerce knows, the panic began the morning 
after Mr. Cleveland’s election. Within a week of that date 
orders were being cancelled and factories were closing in every 
state in the Union, and within three months after his inaugura- 
tion we were in the midst of a high-grade panic, which has 
had few equals in the world’s history. Cleveland was the 
herald of the panic of 1893, but he did not bring a threat 
against the gold standard; what he brought was a threat 
against the conditions upon which the greater part of our 
manufacturing industries depended for security and prosperity. 
This threat sent fright and paralysis throughout the whole 
country, which gave us the greatest record of bankruptcies 
for any six months in our history. The truth is, Cleveland’s 
threat against our industries really created this threat against 
the gold standard; but for that ‘‘Coin’s Financial School” 
would probably never have been published, nor Bryan nom- 
inated for President. 
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Economics in the Magazines. 


Through a mistake in the make-up of this department, 
last month, Hon. W. J. Bryan’s article, ‘‘ Has the Election 
Settled the Silver Question?” which appeared in the Decem- 
ber North American Review, was erroneously credited to the 
Engineering Magazine. 


NORTH AMERICAN REVIEW, January, 1897. The Mean- 
ing of the Votes. By Hon. Henry Cabot Lodge. 

Senator Lodge takes an optimistic view of the political 
situation as revealed by the completed election returns. He 
points out, very properly, that post-election computations as 
to how small a change in votes, here and there, would have 
altered the result, really signify very little, since the same 
argument might be applied to nearly every election we have 
ever had, and to most of them with much greater force than 
to the election of 1896, and, furthermore, when the margin is 
narrow and political lines tightly drawn, it is much more 
difficult to change votes than under opposite circumstances. 
Senator Lodge compares Mr. McKinley's popular plurality of 
725,448, and majority of 380,059, with Lincoln’s popular 
minority of 944,149 in 1860, and Cleveland’s minority of 
945,515 in 1892, andremarks: ‘‘ Yet we know how decisive 
both those elections were at the time.’”” He also shows that 
the population of the McKinley states was nearly double that 
of the Bryan states, their wealth almost three times as great, 
and their average percentage of illiteracy less than one-half 
that in the states carried by the Democratic candidate. All 
this may be true, yet it is not at all conclusive as to what 
political developments may be expected within the next four 
years. Altogether novel forces are at work, and the fact that 
such a disastrous programme as that formulated at Chicago 
could receive the support of six and one-third million voters, 
or almost half the total poll, is too serious to be ignored. 
Political revolutions are much more frequent and pronounced 
than of old, and the only basis for predictions regarding the 
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campaign of 1900 is the character and result of the public 
policies to be adopted by the new administration, not the 
election returns of 1896. Senator Lodge is mistaken in de- 
scribing the election of 1892 as decisive. Within a year 
popular opinion had been completely reversed, and the admin- 
istration was condemned by some of the largest majorities 
ever given in this country, all because of disappointment and 
dissatisfaction over the outcome of Democratic policy. What 
has happened once is all the more likely to happen again, un- 
less current problems are dealt with wisely, effectively and 
promptly. 

Root Difficulties of Irish Government. By T. W. Rus- 
sell, M.P., Secretary of the Local Government Board. 

The four great difficulties in the way of Irish government 
Mr. Russell finds to be, (1) the poverty of Ireland, (2) the 
Irish agrarian system, (3) difference in race and religion, and 
(4) absence of industrial enterprise. On all of these points he 
writes clearly and with considerable force. In Ireland we 
have an illustration of the destitution and hardship which 
must inevitably fall to the lot of a purely agricultural people. 
‘¢ There are, probably, a quarter of a million of people in this 
country” (Ireland), says Mr. Russell, ‘‘to whom the failure 
of a single year’s potato crop means hardship, if not actual 
starvation.”” This state of affairs he attributes partly to the 
system of taxation, under which Ireland is dealt with just as 
if it were Yorkshire or Lancashire and made to contribute 
over one-third more than would be required of her under a 
proper apportionment; and partly to the hostile attitude of 
English legislation towards Irish industry. What he says on 
this latter point is an interesting illustration of the growing 
irreverence of British statesmen regarding the heretofore sacred 
principle of free trade: ‘‘ Now we may glorify the general 
principle of free trade as much as we like; we may maintain 
that it has made England, but cannot we see that what may 
be a great success in a mixed agricultural and industrial com- 
munity may not work out the same result in a purely agricul- 
tural country? And soit has come about in Ireland. Ire- 
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land once produced wheat in large quantities. She produces 
next to none now. Andwhy? Because with the ports of the 
United Kingdom open to all the world, she cannot compete 
with California, Manitoba, India, and the Argentine. The in- 
dustry is dead—has been clean killed off. So with other 
crops. The foreigner, with his superior climate, with his 
boundless tracts of practically free land, with freights that 
bring corn and cattle almost as cheap from the ends of the 
earth as our railways will take the same commodities from 
Galway to Liverpool—a thing that Cobden never dreamt of— 
has it all his own way. And so it comes about that the Irish 
figures will not work out on free trade principles in favor of 
free trade.’’ It will be noted that Mr. Russell here speaks of 
the effect on agriculture only. Later on he describes the 
absence of manufacturing industry in all except the northeast 
corner of Ireland, and correctly says that this constitutes one 
of the chief difficulties in the Irish situation, but fights shy of 
the real cause with the remark that: ‘‘ The true answer . . . 
would take us far in argument, further than I care to go.” As 
a matter of fact, Mr. Russell need have gone no further than 
to apply to this problem the remarks above quoted from him 
regarding the agricultural situation. The true reason for the 
prostration of Irish industry is the refusal of England to allow 
to Ireland a policy of home development and protection along 
industrial lines. 

ENGINEERING MAGAZINE, January, 1897. The Para- 
mount Control of the Commerce of the World. By Edward 
Atkinson. 

From this article we take the following extract only, for 
dissection: ‘‘ The resources of this country are such that 
‘ we may assume that our power of production is 
unlimited, while our power of domestic consumption is limited. 
The problem before us, therefore, is one of distribution rather 
than production. What we have to seek isa wider market for 
the excess of our product of nearly all the necessaries of life, 
to the end that, in exchange for this excess, we may import 
and enjoy more of the comforts and luxuries. In order that 
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such an exchange may be made, we must not only have the 
excess to sell, but must remove all possible obstructions to 
purchases, so that other nations may be able to send their 
goods to us—for nearly all commerce consists in the exchange 
of goods for goods.” 

Mr. Atkinson might have stated his real meaning with 
much more clearness, though less politely, as follows: 
‘¢ Smash the tariff, and let us, as a nation, apply ourselves to 
the raising of grain and stock, digging of coal and iron, and 
felling of forests, leaving England and Germany to make and 
furnish us with such of the comforts and luxuries of life as 
farmers, miners and woodchoppers are accustomed to enjoy.” 
This is the true Cobdenite conception of America’s economic 
duty, and a magnificent one it is—for the other fellow. In 
this view, our object should not be to create and develop 
those industrial and social forces which shall give diversity, 
complexity, interdependence, active social life and progress, 
and finally a new and higher type of civilization and enlighten- 
ment upon this continent, but to devote ourselves instead to 
types of industrial life essentially isolating and socially degen- 
erative, in order to produce the raw materials to feed some- 
body’s else factories. The fact is, too large a share of our 
national activity is already turned into that channel. The 
problem of raw material production is practically solved for all 
the world, and it is absolutely essential that future activity be 
more and more turned in the direction of the diversified, artis- 
tic industries, not the extractive. Only so can any increased 
demand for raw products be created. Mr. Atkinson knows 
well enough that it is through the development of the manu- 
facturing and artistic industries, and that alone, that our 
national wealth has been accumulated and the great increase 
of well-being for all classes made possible, and also that agri- 
cultural and mining communities are proverbially the poorest 
on the earth, however free their trade relations with outsiders. 
They simply cannot produce, in those classes of industry, any 
appreciable surplus wealth to exchange for ‘‘luxuries and 
comforts.” He seems to imagine that by merely removing 
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tariff ‘‘obstructions” we shall be flooded with European 
wealth, regardless of the fact that there is absolutely no new 
market for the raw materials he wants us to produce in ex- 
change, except such market as can be developed and built up 
here at home by a constant growth both in numbers and 
wages, of our own laboring and non-agricultural class, that is, 
the class which depends upon manufacturing for its existence. 
There is no new foreign demand for such products in sight, 
unless we should voluntarily create one by driving our own 
manufacturing industries across the ocean, through hostile 
tariff legislation. Manufacturing means cities, diversified life 
and enterprise, active social contact and incentive, and close 
community of interest in the laboring class, and it is to these 
factors that we must look for whatever progress in material 
welfare and social institutions we as a nation can achieve. 
We are therefore interested always inthe promotion and exten- 
sion of manufacturing industries, not in the inauguration of a 
policy whose underlying concept is that man should be 
regarded as a productive animal rather than as a social being. 

REVIEW OF REVIEWS, January, 1897. Some Practical 
Suggestions from Students of Finance. This is a symposium 
on the political, financial and industrial situation, the import- 
ant feature of which is the preponderating sentiment in favor 
of retirement of the greenbacks and the establishment of a 
new and adequate banking system. All the contributors are 
representatives of prominent educational institutions. Six of 
them distinctly favor such a policy as the above, three are 
practically non-committal, and only one, Professor Ross, of 
Leland-Stanford University, is definitely opposed. It is true 
that only two have anything to offer in the way of a con- 
structive plan of currency reform, but the tendency at least 
is in the right direction. The only objections urged by 
Professor Ross are the creation of an interest-bearing debt in 
place of the greenbacks, and the contraction of the currency 
which he thinks their retirement would occasion. As we have 
repeatedly shown, neither of these objections is sound, since 
it is perfectly feasible, without issuing a single bond, to trans- 
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fer the obligation of greenback redemption to the banks along 
with certain government assets and free banking privileges 
which would fully compensate them for the entire burden, 
and at the same time give us a costless banknote currency, 
not only actually safer than the greenbacks, but infinitely 
better adapted, through its elastic qualities, to amply serve 
the business needs of the whole country, especially the South 
and West. 


THE FORUM, January, 1897. The Law of Civilization 
and Decay. By Hon. Theodore Roosevelt. 

In this able review of Brooks Adams’s brilliant and pessi- 
mistic work, Mr. Roosevelt does what is of primary and es- 
sential importance in all interpretation of social and racial 
tendencies, that is, takes a correct viewpoint at the outset. 
The Law of Civilization and Decay eventuates in pessimism 
chiefly because the author starts out with certain preconceived 
ideas of what constitutes.progress and what the ultimate end 
of true civilization ought to be—ideas, it must be said, re- 
sulting from an undue glorification of medieval types of social 
and individual life, and failure to comprehend the true 
significance of modern societary tendencies. Since these 
modern tendencies do not harmonize with his ideal concep- 
tions, he can see nothing but decay ahead. By recasting the 
subject matter, taking into consideration all, rather than only 
part of the facts, and placing these in proper range, as does 
Mr. Roosevelt in his review, wholly different conclusions are 
reached. 

In constructing his law of civilization and decay, Mr. 
Adams has simply yielded to the common and almost irre- 
sistible tendency to exaggerate the strength, vigor, virtue, 
equity and material prosperity of earlier types of civilization, 
as contrasted with the present. As in a scenic perspective, 
the distant view appears harmonious, attractive and enduring, 
while the near-by seems broken, disorganized and incoherent, 
so Mr. Adams looks from the maze and complexity of modern 
institutions back to the imaginative, chivalric, martial life of 
the middle ages, and calls the earlier period ‘‘ civilization” 
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and the modern ‘‘ decay.” Seen close at hand the ridges along 
the horizon turn out to be barren rocks, and the age of 
chivalry, underneath a brilliant exterior, reveals only an ugly 
mass of cruelty, ignorance, immorality, superstition, degrad- 
ing poverty and actual slavery, which civilization to-day can- 
not comprehend because it has nothing to compare with it, 
unless it be Turkey or Spain. Those two nations are now 
horrifying Christendom with very much the same sort of 
ignorantly-zealous and brutal ‘‘ chivalry,” which in Mr. 
Adams's long perspective compares favorably with the 
industrial, humanitarian, enlightened civilization of the pres- 
ent. He does not see that there has been no real decay of 
the imaginative faculty in man, but only an application of it 
to intelligent, useful and progressive ends, instead of the 
construction of absurd, fanciful and cruel theories whose dis- 
appearance has been due to the decline, not of civilization, 
but of gross ignorance before the advance of knowledge. 
He does not see, as Mr. Roosevelt points out, that the 
martial type is infinitely more prevalent and vigorous to-day 
in the conduct of colossal industrial enterprises, than ever in 
the purposeless warfare of ancient times. 

Mr. Roosevelt writes with the broad comprehensiveness 
of one who can see underneath and around the subject, not 
ignoring vital facts or arranging them in distorted perspective. 
Whoever reads The Law of Civilization and Decay should read 
Mr. Roosevelt’s review. 
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Book Reviews. 

WAGES AND CAPITAL; AN EXAMINATION OF THE WAGES— 
FUND DOCTRINE. By F. W. Taussig. Appleton & Com- 
pany. 18096. Pp. 325. 

We confess:to a ripple of surprise in taking up in 1896 a 
book devoted to a discussion of the wage-fund doctrine by a 
this-generation economist. This feeling, which was slightly 
akin to prejudice, however, gradually underwent modification 
as the perusal of Professor Taussig’s book advanced. The dis- 
cussion of the subject is conducted in that judicial spirit char- 
acteristic of the author. After reading a few pages it becomes 
clear that the wages-fund doctrine in the mind of Professor 
Taussig is quite another thing from that taught by M’Culloch, 
Mill and the English school. The impeachment of that doc- 
trine was on the ground that when stated with precision it was 
not true, and when loosely stated as a general principle, it was 
pessimistic and barren, like the supply and demand doctrine of 
which it was a part. The essential feature of the wages-fund 
theory was that there is a definite or ‘‘ predetermined” 
amount of capital or wealth in the community at any given 
time, devoted to the payment of wages, and that this amount 
and no more would be distributed among the laborers. It was 
insisted that no more than this amount could be obtained, and 
that no less would be distributed. Consequently, the rate of 
wages in any country was determined by the ratio between the 
number of laborers and the amount of this fund. To the demand 
of the laborers for an increase of wages this doctrine replied, 
‘*You get all there is of the fund; the only way to make 
higher wages possible is either to reduce your own numbers or 
increase the fund from which you are paid,” an answer at once 
brutal, pessimistic and false. For instance, M’Culloch, who is 
credited with being the father of the doctrine,stated its effect 
thus:* ‘‘In fact, there are no means whatever by which the 
command of the laboring class over the necessaries and con- 
veniences of life can be enlarged, other than by accelerating 
the increase of capital as compared with population, or by re- 


. 


* Principles of Political Economy, p. 174. 
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tarding the increase of population as compared with capital; 
and every scheme for improving the condition of the laborer, 
which is not bottomed on this principle, or which has not an 
increase of the ratio of capital to population for its object, 
must be completely nugatory and ineffectual.” John Stuart 
Mill, whose authority gave the theory its greatest currency, 
says:* ‘* Wages depend, then, on the proportion between the 
number of the laboring population and the capital or other 
funds devoted to the purchase of labor; we will say, for short- 
ness, the capital. If wages are higher at one time or place 
than another, if the subsistence and comfort of the class of 
hired laborers are more ample, it is for no other reason than 
because capital bears a greater proportion to population. It 
is not the absolute amount of accumulation or of production 
that is of importance to the laboring classes; it is not the 
amount even of the funds destined for distribution among the 
laborers; it isthe proportion between those funds and the num- 
bers among whom they are shared. The condition of the class 
can be bettered in no other way than by altering that propor- 
tion to their advantage; and every scheme for their benefit, 
which does not proceed on this as its foundation, is, for all 
permanent purposes, adelusion.”. Professor Perry, one of the 
most pronounced disciples of the English school in this 
country, puts the philosophy of the wage-fund to the Ameri- 
can workingman, as follows:+ ‘‘ There is no use in arguing 
against any one of the four fundamental rules of arithmetic. 
The question of wages is a question of division. It is com- 
plained that the quotient is too small. Well, then, how many 
ways are there to make a quotient larger? Two ways. En- 
large your dividend, the divisor remaining the same, and the 
quotient will be larger; lessen your divisor, the dividend 
remaining the same, and the quotient will be larger.” 

For this phase of the wages-fund doctrine, which was 
really its distinguishing feature, Professor Taussig offers no 
defense. On the contrary, he thinks it is an altogether too 


* Principles of Political Economy, p. 428. 
+ Political Economy (First edition), pp. 122, 123. 
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rigid interpretation of the theory.. He argues that the econo- 
mists of the first half of the century gave too complete and 
unqualified an acceptance to the doctrines of the classical 
economists, and that the new school have too sweep- 
ingly rejected the work of the earlier economists, and he 
endeavors to resurrect the rejected grain of truth in the old 
doctrine. In doing so, however, he really qualifies away 
about ail there was in it of precision and effectiveness. That 
wages under some circumstances are paid from past produc- 
tion nobody doubts, but Professor Taussig admits that under 
some conditions they are not, which of itself destroys the doc- 
trine as a doctrine. Then, as to the fund itself, the word 
‘* predetermined” is interpreted to be nearly as elastic as the 
imagination, so much so that he thinks with Professor Mar- 
shall that it may be called a ‘‘ flow” as well as a fund. Of 
course it is true that if wages under any conditions are paid 
out of previously existing capital, that capital must be in exist- 
ence to pay them with, and if we only knew how much there 
was of it, it would be a definable fund, but since we never 
know how much there is of it, nor how many laborers depend 
upon it, and since it is not the same on any two successive 
days, it can never have any known definiteness except as an 
historical fact, in which case it can exercise no influence in 
determining wages. Wages are an expenditure in production, 
and if we may dignify every specific kind of expenditure with 
the term ‘‘ fund,” then the capitalist has a raw material fund, 
an interest fund, a rent fund, a wage fund, a loss fund, a 
depreciation fund, an insurance fund, and perhaps a race-horse 
fund, but as a matter of fact none of these so-called 
funds are concretely in existence as predetermined amounts 
which shall limit the expenditure in those lines. On the 
contrary, the amount which goes in these different direc- 
tions is governed by the pressure of demand in those lines, 
and not by any fixed amount already in existence. This is 
practically admitted by Professor Taussig. He says, in his 
general summary, reviewing the points made in each chapter :* 





* Wages and Capital, pp. 321, 322. 
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‘*In either case there were found to be wages funds which 
were roughly predetermined, yet were so elastic, and elastic 
within such considerable limits, that the predetermination 
served chiefly to illustrate the nature of the reasoning appli- 
cable to questions of general wages, and could not give guid- 
ance as to any concrete difficulties or practical problems.” In 
other words, it was no guide to a study of the real wages 
question. Again: ‘‘ It thus describes important parts of the 
machinery of production and of distribution. But it can tell 
us little asto the forces which move that machinery—as to 
fundamental causes which make the real income of the com- 
munity large or small, or which determine the share of that 
real income which in the long run shall go to wages or inter- 
estor rent. Its truth has been misconceived, its importance 
exaggerated.” 

So far as Professor Taussig has discussed the wages-fund 
with the purpose of reviving the economic doctrine it was 
intended to convey, the work is quite tame and seems to us 
ineffectual. But the historic review of the evolution of the 
doctrine is both interesting and instructive. As a review of 
the history of the theory and the influences which seemed to 
govern the writers who developed it, the work is clear, con- 
cise, continuous and helpful. Professor Taussig has mani- 
festly said the best that it was possible to say for the old 
doctrine, and if he has failed to re-establish the theory, it 
is only because it is inherently inadequate to explain wage 
phenomena. 


RACE TRAITS AND TENDENCIES OF THE AMERICAN NEGRO. 
By Frederick L. Hoffman, F.S.S. Nos. 1, 2 and 3, 
Vol. XI., Publications of the American Economic As- 
sociation. 329 pp. 

Whatever else it may be, this treatise is voluminous and 
exhaustive to a degree that, in our opinion, effectually guaran- 
tees its never being generally read. It is practically a solid 
mass of statistical information on all phases of the negro ques- 
_ tion, and hence will be found chiefly useful as a reference 
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volume by students of the Southern race problem. Mr. Hoff- 
man has spent several years in collecting the data for this 
publication. 

The work is divided into seven chapters. In the first is 
shown the growth, location, colonization, migration, etc., of 
our negro population. The second deals with Vital Statistics, 
and gives detailed comparisons between negroes and whites, for 
the same times and places, as to birth and death rates, charac- 
ter of diseases, and causes of mortality. The investigations 
under this head appear to be very thorough. Chapter III., 
on Anthropometry, is a study of the physical characteristics 
of the colored race, and thus forms a good introduction to’ 
Chapter IV. on Race Amalgamation. The author states that 
the pure negro type is practically unknown in the United 
States at present, because of the long continuance of race 
crossing. Amalgamation, he claims, produces a type distinct- 
ly inferior to the pure blooded negro, and is resulting ina 
steady deterioration of the whole colored race. Chapter V. 
treats of social conditions, religious institutions, education, 
vice and immorality. In Chapter VI. Mr. Hoffman goes into 
the economics of the negro question, showing the relative 
efficiency of the colored man in various occupations, his wages, 
effect upon white labor, and so on. As might be expected, 
the negro’s influence in these respects is almost uniformly bad, 
and his presence among the whites, as an inferior and degrading 
competitive force, constitutes perhaps the most unfortunate 
and serious feature of the whole race problem. 

The author’s general conclusions are wholly pessimistic. 
Believing that race is a factor in the struggle for life, hardly 
second in importance to environment, he finds little encour- 
agement in the outlook for our negro population. Ever 
since the war, he thinks, a steady deterioration has been in 
progress, due chiefly to the mixing of races after the abolition 
of slavery.. Now, he says, the negro is ‘‘on the downward 
grade, tending toward a condition in which matters will be 
worse than they are now. . . . . Instead of making 
the race more independent, modern educational and philan- 
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thropic efforts have succeeded in making it even more de- 
pendent on the white race at the present time than it was 
previous to emancipation. It remains to be seen how far a 
knowledge of the facts about its own diminishing vitality, low 
state of morality and economic efficiency will stimulate the 
race in adopting a higher standard. Unless a change takes 
place, a change that will strike at the fundamental errors 
that underlie the conduct of the higher races towards the 
lower, gradual extinction is only a question of time.” 

We should certainly hesitate to endorse Mr. Hoffman's 
criticisms on modern attempts to reform the negro, before 
hearing further from the friends and promoters of these move- 
ments at, say, Hampton and Tuskegee. 





THE STRANGE SCHEMES OF RANDOLPH MASON. By Melville 
Davisson Post. G. P. Putnam’s Sons. New York and 
London. 1896. 280 pp. 

The first page or two of the introduction to this little book 
leads one to hope fora pleasant pastime for a leisure hour; but 
before one has gone very far in the ‘‘ Strange Schemes ” the 
impressions received dispel all expectation of profit or pleasure 
to be derived from further perusal. If, however, one reads 
on to the end of these improbable tales, as each horrible 
crime is depicted, the wonder grows as to what possible 
motive in the author’s mind could have seemed adequate to 
justify the publication of the book. 

To know the way in which every crime in the calendar 
may be committed, and still escape punishment, would hold 
danger for some and questionable profit for any. Such 
peculiar knowledge of criminal law might, perhaps, have 
some interest for a lawyer's mind, but the lay reader will 
have a more wholesome store of thoughts never to have read 
the ‘‘ Strange Schemes of Randolph Mason.” 












